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In the Court ol Appeals ol the District ol Columbia. 


No. 2744. 

U. S. ex Rel. W. II. Snell Co. et al., Appellants, 

vs. 

Interstate Commerce Commission. 


Supreme Court of the District of Columbia. 


No. 56931. At Law. 

United States of America ex Rel. American Steel & Wire 
Company, W. II. Snell Company, The S. F. K. Steel Barrel Com- 
pany, The Euclid Builders Supply Company, Lowrey Brothers, 
Marcelline Feed & Coal Company, The Cleveland Railway Com¬ 
ply? I he Gray Lumber Company, Farr Brick Company, and 
Great Lakes Towing Company, Petitioners, 

vs. 

Interstate Commerce Commission, Defendant. 

United States of America, 

District of Columbia , ss: 

Be it remembered, that in the Supreme Court of the District of 
Columbia, at the City of Washington, in said District, at the times 
hereinafter mentioned, the following papers were filed and proceed¬ 
ings had, in the above entitled cause, to wit: 


1 Filed Mav 25, 1914. 

KJ 7 

In the Supreme Court of the District of Columbia. 

At Law. No. 56931. 

United States of America ex Rel. American Steel & WTre 
Company, W. II. Snell Company, The S. F. K. Steel Barrel Com¬ 
pany, The Euclid Builders Supply Company, Lowrey Brothers, 
Marcelline Feed & Coal Company, The Cleveland Railway Com¬ 
pany, The Gray Lumber Company, Farr Brick Company, and 
Great Lakes Towing Company, 

vs. 

Interstate Commerce Commission. 


Petition for Mandamus. 

To the Honorable Job Barnard, Senior, Justice, and to the Associate 
Justices of the Supreme Court of the District of Columbia: 

The petition of the American Steel & W T ire Company, W T . H. Snell 
Company, The S. F. K. Steel Barrel Company, The Euclid Builders 
1—2744a 
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Supply Company, Lowrey Brothers, Marcelline Feed & Coal Com¬ 
pany, The Cleveland Railway Company, The Gray Lumber Com¬ 
pany, Farr Brick Company, and tlie Great Lakes Towing Company, 
respectfully shows, 

1. Your petitioner, the American Steel & Wire Company, is a 
corporation organized under the laws of the State of New Jersey; 
your petitioner, W. II. Snell Company, is a partnership; your peti¬ 
tioner. The S. F. K. Steel Barrel Company, is a corporation or¬ 
ganized under the laws of the state of Ohio; your petitioner, The 
Euclid Builders Supply Company, is also a corporation organized 

under the laws of the State of Ohio; your petitioner, the 
*2 Marcelline Feed A Coal Company is a partnership; your peti¬ 
tioner. The Cleveland Railway Company, is a corporation or¬ 
ganized under the laws of the State of Ohio, as is also your peti¬ 
tioner. The Gray Lumber Company; your petitioner, the Farr 
Brick Company is a partnership, and your petitioner, the Great 
Lakes Towing Company, is a corporation organized under the 
laws of the State of New Jersey; all of your petitioners are 
residents of, or engaged in business in, the City of Cleveland, 
or Village of Newburg Heights, both located in the County of 
Cuyahoga and State of Ohio, and are shippers and receivers of 
freight over The Newburg A South Shore Railway Company, a cor¬ 
poration organized under the laws of the State of Ohio, as a com¬ 
mon carrier railroad company. 

The defendant, the Interstate Commerce Commission, is a com¬ 
mission duly created by an Act of Congress of the United States of 
America, and is a body politic capable of suing and being sued, 
and located in the City of Washington and the District of Colum¬ 
bia. 

2. On or about the 20th day of June, 1911, said Interstate Com¬ 
merce Commission, upon its own motion, duly entered an order in 
the following words, to-wit: 

“The Commission having under consideration the matter of rates, 
divisions of rates and allowances <>n inbound and outbound traffic 
moving over short lines of railroad serving iron and steel industries 
in Official Classification Territory, more particularly that portion 
lying east of Cleveland and Cincinnati, in the State of Ohio: 

“ft is ordered, that a proceeding of investigation be, and the 
same is, hereby instituted in the above described matter; that all 
railroads in Official Classification Territory reaching points in the 
Territory mentioned at which steel and iron industries are operated, 
be, and the same are hereby, made parties defendant in this in¬ 
vestigation; and that said proceeding of investigation be con- 
3 ducted with a view to ascertaining the relation of short lines 
of railroad to and their affiliation with the iron and steel 
industries which they serve and for the purpose of determining 
whether the divisions of rates received by or allowances made to 
them, are unduly preferential or otherwise unlawful, and for such 
other order or orders in the premises after full hearing as to the 
Commission may seem proper. 

“It is further ordered, that hearings in this matter be held at 
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sueh times and places as may be hereafter indicated, and that copies 
of this order and all subsequent orders herein be served upon the 
parties defendant heretofore described. 

“(Signed) .JLI)SON C. CLEMENTS, 

Chairman 

Pursuant to said order various common carrier railroad com¬ 
panies were made parties defendant thereto, including the said The 
. ewburg & South Shore Railway Company, and subsequent to said 
order said Commission proceeded to hear evidence and receive testi¬ 
mony and to investigate the matters covered by said order 

3. On or about the 20th day of January, 1914. said Interstate 
Lommerce Commission, as provided bv Section 14 of the Act to 
Regulate Commerce, approved February 4th, 1887. and the amend¬ 
ments thereto and supplements thereof, made a report in writing 
in respect to the matters covered by said order of June 20th. 1911, 
ana filed its opinion in said investigation which investigation bore 
the Interstate Commerce Docket No. 4181. and contained the con¬ 
clusions of the Commission in the premises; that by such report 
said Interstate Commerce Commission announced that The New¬ 
burgh & South Shore Railway Company was not a common carrier 
by railroad subject to the Act to regulate commerce, and that the 
practices of the other defendant railroad carriers, parties to said 
Docket No. 4181, in respect to the absorption of the tariff charges 
and rates of said The Newburgh & South Shore Railway Company 
upon traffic moving over the rails of The Newburgh & South 
4 Shore Railway Company, as hereinafter more specifically 
referred to, were illegal; your petitioners beg leave to refer 
at length to said written report of said the Interstate Commerce 
Commission, a copy of which is hereto attached, marked “Exhibit 
A, and made a part hereof by reference, as though herein set forth 
at length. Said Interstate Commerce Commission in disregard of 
the further provisions of said Section 14 of the Act to regulate com¬ 
merce, hereinbefore referred to, failed to enter anv decision, order or 
requirement in the premises as required and provided by law. 

.4-. Prior to the written report of said Interstate Commerce Com¬ 
mission in said investigation, known as Docket No. 4181. said The 
Newburgh & South Shore Railway Company, had duly filed with 
the Interstate Commerce* Commission its various tariffs, showing 
the rates upon interstate shipments and reciting that such rates and 
the charges therefor would be absorbed bv other common carrier 
railroads connecting therewith, and the other railroad carriers de¬ 
fendant in said investigation, known as Docket No. 4181, of the 
Interstate Commerce Commission, connecting with said The New¬ 
burgh & South Shore Railway Company, together with such con¬ 
nections thereof as were parties to through routes and joint rates 
upon traffic moving into and out of the Citv of Cleveland in inter¬ 
state commerce, had duly filed their tariffs with the Interstate Com¬ 
merce Commission, whereby said railroad carriers absorbed the 
charges of said The Newburgh & South Shore Railway Company 
upon all interstate movements of traffic, originating on,’or destined 
to, points on said The Newburgh & South Shore Railway Company, 
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and destined to, or starting from, points without the State of Ohio, 
where the rate exceeded 40^ per ton, net or gross, as rated, 
5 and in all cases where the rate was less than said 40^ per 
ton, allowed to said The Newburgh A South Shore Railway 
Company 25% of said rate, with a minimum of $2.50 per car. 

That by reason of said practices and tariffs of said railroad car¬ 
riers, parties to said investigation, the Interstate rates applicable to 
and from the so-called “Cleveland District, were applicable to and 
from points and industries on the said The Newburgh A South 
Shore Railway Company, including the industries and sidings of 
your petitioners located upon said Pile Newburgh A South Shore 
Railway Company, and your petitioners were enabled in shipping 
or receiving freight to so ship or receive at the rates applicable to 
said Cleveland District. 


5. Your petitioners state that they are the owners of and that 
they operate industries located upon the tracks of said The New¬ 
burgh 11 South Shore Railway Company, and have private sidings 
thereon, and that all of your petitioners with the exception of the 
American Steel A Wire Company, have no interest, direct or in¬ 
direct. in The Newburgh A South Shore* Railway Company, or the 
capital stock thereof, and have no other connection by rail with any 
other common carrier railroad entering the City of Cleveland, and 
no other common carrier railroad facilities other than those of The 
Newburgh A South Shore Railway Company; that the Cuyahoga 
Works of the American Steel A Wire Company, being a large plant 
used in the manufacture of wire, has no other railroad connection 
and can obtain no other railroad connection than The Newburgh & 
South Shore Railway Company, and that all of your petitioners are 
dependent upon The Newburgh A South Shore Railway Company 

for railroad transportation service, and that their plants, in- 
6 eluding the Cuyahoga Works of the American Steel & Wife 

Company so located upon the tracks of The Newburgh A 
South Shore Railway Company, are entirely dependent upon said 
The Newburgh A South Shore Railway Company for railroad trans¬ 
portation service and facilities. 

6. That your petitioners are, many of them, owners of real estate 
abutting upon the right of way of The Newburgh A South Shore 
Railway Company, which real estate has been improved and is de¬ 
voted to manufacturing and commercial purposes, in reliance upon 
its proximity to the lines of a common carrier railroad company, and 
of the long-established practice and custom of the common carrier 
railroads connecting with said The Newburgh A South Shore Rail¬ 
way Company, in so absorbing the charges of said The Newburgh A 
South Shore Railway Company: and that the value of said land and 
buildings is dependent upon such proximity to a common carrier rail¬ 
road company, and that if said The Newburgh A South Shore Rail¬ 
way Company is not a common carrier railroad company, the prop¬ 
erty of your petitioners will greatly depreciate, will be worthless for 
manufacturing purposes, and that the action of said Interstate Com¬ 
merce Commission in so failing to enter an order in said investigation 
subject to review by the courts, is a confiscation of vour petitioners’ 
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property, without due process of law, and that your petitioners are 
directly and financially affected by said action of the Interstate Com¬ 
merce Commission, in that they are thereby deprived of transporta¬ 
tion facilities and services, and the services of a common carrier 
railroad, and that until an order is entered in said matter your peti- 
„ tinners and the defendant carriers to said investigation are 
( unable to review, and are deprived of the right to review the 
correctness of said written report and the conclusions therein 
announced by the proper legal procedure, either by appeal or in¬ 
junction applicable to said proceedings, and to the preservation of 
the rights of your petitioners, as provided by law, and are thereby 
deprived of their property without due process of law, in violation 
of the constitution of the I nited States, and the amendments 
thereto, and will suffer great financial loss for which thev have no 
adequate remedy unless an order be s 0 entered. 

7. Your petitioners further allege the conclusions announced bv 
said the Interstate Commerce Commission in its said written report 
are contrary to law, and that if your petitioners are enabled to have 
reviewed by a court of competent jurisdiction, and to contest the 
same therein, as provided by law, that said conclusions will be set 
aside and held erroneous, and your petitioners restored to the rights 
which they enjoyed, and were lawfully entitled to enjov. prior to 
the announcement of said written report. 

H. That the effect of said written report of said Interstate Com¬ 
merce Commission has been that the railroad carriers defendant to 
said investigation, known as Docket No. 4181, and connecting wi+h 
The Newburgh & South Shore Railway Companv, or forming- 
through routes for traffic moving to and from said The Newburgh 
& South Shore Railway Company have been required to complv 
with the views of said Commission without the filing of a formal 
order in said matter, and that said connecting carriers have filed 
tariffs which have been approved and accepted bv the Commission 
cancelling the absorption of the tariff charges of The Newburgh & 
South Shore Railway Company over the protest of said^The 
8 Newburgh & South Shore Railway Companv and your peti¬ 
tioners. while continuing to absorb the local tariff charge* 
relating to movements within the Cleveland switching di«trict"of 
other common carrier railroads located within said district so that 
shippers within said Cleveland switching district and competitors 
of your petitioners located upon the lines of railroad of other rail¬ 
road common carriers, defendants in said proceedings are enabled 
to make shipments to and from the City of Cleveland upon the 
( level and rate of freight, although said traffic originates or termi¬ 
nates upon the line of another common carrier railroad than that 
moving the same into or out of the Citv of Cleveland, whereas vour 
petitioners so located upon the tracks of The Newburgh & South 
Shore Railway Company are, and have been, compelled to pay the 
local tariff charges of The Newburgh & South Shore Railway Com- 
panv in addition to the Cleveland rates upon all such shipment all 
of which actions have and will cause the value of the property of 
those petitioners to diminish and deteriorate, have and will diminish 
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the volume and profit of the business of these petitioners; will cause 
a loss of profitable contracts to your petitioners and prevent the 
making of new contracts, thereby discriminating against your peti¬ 
tioners and in favor of other shippers within the switching limits 
of the district of Cleveland in violation of the said act to regulate 
commerce. 

9. Your petitioners state upon information and belief that The 
Newburgh & South Shore Railway Company has filed its petition 
for a rehearing in said investigation, known as Docket No. 4181, 
and has also made application to said Interstate Commerce Commis¬ 
sion and has requested said Commission to enter a formal 

9 order in said investigation; that other parties defendant to 
said investigation have likewise made request and demand 

for the entering of an order therein, and your petitioners further 
state that they have heretofore likewise filed a formal application 
with said Interstate Commerce Commission in said investigation, 
known as Docket No. 4181, praying for the entering of an order 
therein, but that said Interstate Commerce Commission while en¬ 
tering an order denying a rehearing in said investigation upon the 
petitions for rehearing of The Newburgh & South Shore Railway 
Company and others, which order was entered on or about the 19th 
dav of May, A. D. 1914. has refused and still refuses and neglects 
to enter an order in said matter in respect to the matters covered by 
said investigation, and in so refusing and neglecting to enter such 
order is acting contrary to. and in violation of. the act to regulate 
commerce hereinbefore referred to. 

10. Your petitioners further show that said The Newburgh & 
South Shore Railway Company has served notice upon your peti¬ 
tioners and other shippers over the line of The Newburgh & South 
Shore Railway Company that because of the opinion so announced 
in said written report of said Interstate Commerce Commission, and 
said investigation known as Docket No. 4181, and the absence of 
the ability of said The Newburgh & South Shore Railway Company 
to cause said opinion to be reviewed by the courts, that on and after 
the first day of June, 1914. said The Newburgh & South Shore 
Railway Company will cease to transport freight offered by or 
destined to your petitioners and their plants and industries located 
upon said The Newburgh & South Shore Railway Company’s rail¬ 
road, or to furnish any other transportation or common carrier 

services or facilities in interstate commerce, a copy of which 

10 notice is hereto attached, marked “Exhibit TV’ and vour 
petitioners beg leave to refer thereto as though the same 

were herein re-written at length. 

That in the event said The Newburgh & South Shore Railway 
Company so ceases to transport freight, your petitioners will he en¬ 
tirely deprived of common carrier railroad services and facilities. 

Wherefore, your petitioners pray that a rule be made and issue 
from this Honorable Court directed to said the Interstate Commerce 
Commission, and directing said Interstate Commerce Commission 
to show cause why a writ of mandamus should not issue command¬ 
ing said Interstate Commerce Commission to enter an order in said 
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investigation, known as Docket No. 4181, and for such other and 
further relief in the premises as shall seem just and meet and vour 
petitioners will ever pray, etc. 

C. C. TUCKER, 

ALVORD L. BISHOP, 

SQUIRE, SANDERS & DEMPSEY, 

Attorneys for Petitioners and Relators. 

The State of Ohio, 

Cuyahoga County, ss: 

'John J. Stanley, being first duly sworn, deposes and says 
that: I am the President of The Cleveland Railway Companv a 
corporation organized under the laws of the State of Ohio, and*one 
of the petitioners or relators above named. The foregoing petition 
is true to the best of my knowledge, information and belief. 

JOHN J. STANLEY. 

Sworn to before me this 23rd day of May, A. D. 1914. 

1> EAL -] ” 1 D. B. STONE, 

Notary Public. 


11 “Exhibit A.” N. S. S. Ry., Pages 247-295. 

Filed May 25, 1914. 
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INDUSTRIAL RAILWAYS CASE. 

IN THE MATTER OF ALLOWANCES TO SHORT LINES OF 
RAILROADS SERVING INDUSTRIES. 


Submitted February 28, 1913. Decided January 20, 1914. 


1. Upon the evidence and testimony adduced of record herein, it is Ueld, That the 

service by line carriers in official classification territory beyond a reasonably 
convenient point of interchange, between their rails and the tracks of industries, 
is a shippers’ service, a part of the industrial operations of the plant, and not a 
sendee of transportation; and that the performance of such services by the line 
carriers without charge in addition to the rate, and the allowances paid by 
them therefor to industries, or their plant railways, for performing the service 
for themselves, are unlawful rebates, in fact and in effect, and give undue 
and unreasonable preferences and advantages to the industries so favored and 
work undue and unreasonable prejudice and disadvantage to shippers in the 
same line of business who do not receive any such allowances or the benefit 
of any such services. 

2. Upon the evidence and testimony adduced of record herein, it is further Held, 

That the admission of industrial lines to the benefit of the modified per diem 
agreement results in many cases in a substantial addition to their revenues 
that accrues directly to the benefit of the industry and is an undue, unreason¬ 
able, and unlawful preference and advantage to the industry. 

3. It is further Held, That the delivery of a car by a line carrier upon the interchange 

track is a delivery to the industry itself, and that the elimination of demurrage, 
under the present practices of the line carriers, as a transportation charge 
against industries with plant railways claiming to be common carriers, results 
in undue, unreasonable, and unlawful preferences and advantages to such 
industries and works an undue, unreasonable, and unlawful prejudice and dis¬ 
advantage to shippers not enjoying the benefit of such arrangements. 

James W. Carmalt and Edward E. Gann for the Interstate Com¬ 
merce Commission. 

George Stuart Patterson and II. A. Taylor for central freight associa¬ 
tion and trunk line carriers. 

Clyde Brown for New York Central lines. 

'William B. Linn and William Ainsworth Parlcer for Baltimore & 
Ohio Railroad system. 

C. A. Severance , J. II. Reed, and Charles MacVeagh for Union 
Railroad, Newburgh & South Shore Railway Company, Lake Terminal 
Railway, Elwood, Anderson & LaPelle Railroad, Ben wood & Wheeling 
Connecting Railroad, McKeesport Connecting Railroad, Etna & 
Montrose Railway, Lucy Furnaces Railroad, Pittsburgh & Ohio 
Valley Railroad, St. Clair Terminal Railroad, and Pencoyd & Phila¬ 
delphia Railroad. 


Note.—F or index to the industrial roads, see page 827. 
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Strong <£ Cadwalader and Rogers, Locke & Babcock for South 
Buffalo Railway Company. 

George C. Wilson and D. T. Watson for Monongahela Connecting 
Railroad Company. 

R. W. Barrett, for Lehigh Valley Railroad Company. 

A. II. Wintersteen for Baltimore & Sparrows Point Railroad 
Company. 

t Cravath, Henderson Ac DeGersdorff for Philadelphia, Bethlehem & 
^New Lngland Railroad Company, and Bethlehem Steel Company. 

Frederick C. Slee, A. C. Dustin, Clement B. Rood, TP. F. Morris, jr ., 
R. F. Grant, Owen S. Cecil, II. S. Endsley, P. M. Bell, W. P. Worth, 
Squire, Sanders Ac Dempsey, Andrew R. Sheriff, and James P. Whitla 
for various industries and industrial railways. 

Report of the Commission. 

If arlan, Commissioner: 

f his is a proceeding to determine the legality of the. allowances 
paid by public carriers, east of the Mississippi River, to industries on 
their rails that own and operate plant railways in connection with 
their industrial establishments. The allowances are made to the 
industries or to their subsidiary railways in the form of (a) divisions 
out of the rate, (b) per diem reclaims, (c) remission of demurrage, and 
(d) furnace allowances. These various benefits and privileges will be 
explained later in this report. Involved with that question is the 
related and equally important question of the legality of the services 
performed by the line carriers, without charge in addition to the 
rate, in spotting cars in and about industrial plants that have no 
locomotives of their own or that have their own locomotives but 
nevertheless look to the line carriers to switch their traffic to and 
from any point in the plant in accordance with the demands of the 
industry. The character and extent of this service will be described 
later in this report. 

The allowances so paid and the free services so performed involve 
in the aggregate an immense expenditure for which the carriers must 
necessarily be reimbursed through the rates exacted on the traffic of 
the general public; at the same time, it must be noted, the allowances 
and free services so paid and performed by the carriers relieve the 
particular industries of a large burden of expense which the industries 
themselves would otherwise have to meet as a part of their manufac¬ 
turing cost. This operates as a discrimination against the smaller 
competitors of the favored concerns because, in the nature of things, 
the benefit of such allowances and free services can be enjoyed only 
by the larger industrial establishments with plant railways. 

The importance of the case can not easily be overstated. It is 

important to the commercial and industrial enterprises now enjoying 
29 I. C. O. 
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these special advantages at the hands of the carriers, because of the 
large and direct financial aid and benefit to the industries resulting 
from the allowances and free services. It is of no less concern to 
other large manufacturing and industrial companies which, while 
similarly situated, are not at the moment so favored by the carriers, 
but are putting themselves in form to claim these concessions from 
them in the near future. It is equally important to the great mass of 
shippers, who neither receive the allowances or free services nor are 
in a position to claim them, but who, in the open markets, must 
nevertheless meet the competition of industries so favored and are put 
by these practices at a commercial disadvantage that is obvious and 
sometimes very acute. Finally, the matter is of far-reaching con¬ 
sequence to the public, for upon the general public rests the burden 
of contributing sufficient revenues to the carriers to enable them to 
meet their expenditures, including those incurred on behalf of the 
industries so favored, and in addition to earn an adequate return 
upon the property so devoted to the service of the public. 

DEPLETION OF RAILROAD REVENUES. 

The exact amount of the loss to the carriers resulting from such 
allowances and free services does not appear upon the record, but 
the evidence establishes the fact that the depletion of their revenues 
through these practices is very great. The amount paid in allow¬ 
ances and reclaims is large; and the services rendered free by the 
line carriers to a relatively few favored industries would, if charged 
for on a reasonable basis, increase the revenues of the carriers by 
many millions annually. The practical immunity from demurrage 
charges, enjoyed by these industries in consequence of these prac¬ 
tices, is also a very substantial item. 

Allowances .—During the year ending June 30, 1912, the Pennsyl¬ 
vania Railroad paid $1,019,910.41 in divisions out of the rate to 
only 10 such industrial railways connected with steel plants; the 
New York Central’s western lines paid to 12 such industrial railways 
an aggregate of $660,057.93; the Baltimore & Ohio paid to 13 such 
industrial railways the sum of $530,317.06. Five of these indus¬ 
trial railways received from the several lines the additional amount 
of $1,059,274 in per diem reclaims. Just how much demurrage 
these arrangements enabled these industries to avoid is not shown, 
but the loss in car-service revenues to the carriers must have been 
very material. 

In many of the cases before us on this record the cash revenues 
received by these plant railways out of the rates of the line carriers 
are sufficient to lift from the industries the entire cost of their oper¬ 
ation. In the instances where the income is said not to be suffi- 

29 I. O. O. 
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cient to do this no account has been taken of the profit to the in¬ 
dustry of the elimination of demurrage as a transportation charge 
against it. When carefully analyzed it is thought that in the 
majority of cases the industry is under no burden of cost for oper¬ 
ating its plant railroad even for its purely interworks switching. 
And in many instances the plant railway enjoys revenues that 
are sufficient not only to relieve the industry of the cost of 
its operation but to enable the plant railway company, besides 
laying up a substantial surplus, to declare large dividends on its 
stock held by the industry. In the case of the Baltimore & Spar¬ 
rows Point Railroad Company, the plant railroad of the Maryland 
Steel Company, the annual dividends on its stock during the last 
eleven years have aggregated more than 423 per cent and have 
ranged from 20 to 55 per cent a year. 

Free services .—During the year ending June 30, 1911, the railroads 
performed for a single steel industry, the Republic Iron & Steel 
Company, at Youngstown, Ohio, free spotting services on 75,134 
cam at a cost to the railroads of $104,329.62, or $1.40 per car. That 
industry, as a facility in its industrial operations, maintains a system 
of standard-gauge tracks aggregating between 35 and 40 miles, all 
located in and around its plant. With these the rails of several 
railroads connect; and instead of the railroads’ transportation sendee 
ending where the plant tracks begin, the railroads without additional 
compensation deliver and spot the inbound loaded cars at such 
points within the plant inclosure as the steel company requests; and 
in the same manner they also spot the empty cars for loading. In 
such cases the superintendent or yardmaster of the industry usually 
has control of the switching and spotting operations on the plant 
tracks, although the locomotives and crews are furnished by the 
railroads and are paid for by them. 

The service thus performed by the carrier at large industries where 
the tracks are owned by the industry and the motive power and crews 
are supplied by the carrier is described by a competent witness as 
follows: 

For inbound material to be delivered at the plant the carrier with its own power 
first identifies, assorts, and assembles the cars in its own time; it then takes the 
various kinds of material, the coal, ore, limestone, etc., and groups them, because it 
is known by the carrier just the different deliveries required for these materials. 
The cars are then switched to the point of placement and spotted into the unloading 
position, even to the extent of pushing them up on the high trestles and spotting 
them over the doors of the bins. The subsequent gathering up of the empty cars, 
assorting them out, and getting them back into the carrier’s yard is done by the 
carrier with its own power and at its own convenience. The employees of the 
industry do the loading or unloading, but the entire movement over the industrial 
tracks is performed with the power of the carrier. 
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These allowances paid to and free services performed for large 
industrial establishments obviously relieve them, as heretofore 
stated, of a heavy burden of expense which the industries them¬ 
selves would otherwise have to meet as a part of their manufac¬ 
turing cost; and that manufacturing expense is now borne by the 
carriers. The amount of the expense was accurately ascertained of 
record at only a few plants; but the industrial concerns for which 
such free service is rendered are numerous. On the Pennsylvania 
lines, east, there are 233 such plants with more or less extensive 
system of private tracks within their plant yards on which the line 
carrier, without charge, now performs the service of spotting empty 
and loaded cars in and around the plant. 

Some idea of the aggregate depletion of the revenues of the car¬ 
riers, as the result of the allowances, reclaims, free services, and 
loss of demurrage growing out of these practices in the territory 
covered by the inquiry, may be had from the above figures, show¬ 
ing the extent of the financial benefits enjoyed in that way by a 
small proportion of the industrial plants in that territory. The 
total effect upon the carriers’ revenues is obviously a matter of 
many million dollars a year. 

THE JUSTIFICATION. 

The record amply demonstrates that these allowances and free 
services were never taken into consideration in fixing the rate but in 
effect are concessions from the rate. They have grown up as the direct 
result of competition among the carriers for the traffic, or, to express 
the thought more accurately, they are an example of the special con¬ 
cessions and rebates in service that shippers with a large traffic are 
able to wring from the carriers in consideration of being permitted to 
handle the traffic or share with other lines in its carriage. 

Nevertheless, the allowances actually paid to these industries, or 
their subsidiary railways, are here sought to be justified by those re¬ 
ceiving them on the theory that the industries in handling their own 
traffic into and out of the plant with their own power, and, as their 
own convenience may require, are performing a part of the carrier’s 
proper service of transportation for which the industries may be com¬ 
pensated by the line carrier out of the rate. The free services are 
sought to be justified on the theory that the transportation service of 
the line carrier properly extends into a plant and to and from each 
separate building and point within it that is reached by the plant 
rails. 

FUNDAMENTAL PROBLEMS INVOLVED. 

The problems arising out of these practices are so presented on the 

record as to require us to dispose of them upon fundamental grounds. 
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In other words, the privileges and advantages of this character, now 
enjoyed by a relatively small number of more or less extensive indus¬ 
trial establishments, must either be held to be an unlawful concession 
to them by the carriers or, if lawful, the principles upon which they 
may be j ustified must be ascertained and clearly defined so that like priv¬ 
ileges and advantages may be claimed, as of right, by all industrial es¬ 
tablishments served by these carriers, whether they be large or small. 
The allowances and free services to which we refer very materially in¬ 
crease the operating expenses of the carriers, are a heavy drain upon 
their earnings, and as heretofore stated must be provided for out of 
their general revenues. It follows, therefore, upon a large view of 
the record, that the real question before us is whether the particular 
industries, which these plant railways serve and by which or in the 
interest of which they are owned, are themselves to bear the burden 
of operating them, or whether the allowances and free services which 
the line carriers now pay to and perform for these industries, a class 
of shippers that necessarily must always be relatively small in 
number, arc to remain a burden the cost of which may be spread 
by the carriers through their rates over the traffic of the entire public. 
If the allowances and free services may on any ground be justified 
and found to be lawful, they will on like grounds be claimed by and 
must in the near future be extended to all industries similarly situ¬ 
ated. We are therefore at the parting of the ways with respect to 
this ver^ heavy tax upon transportation. Many other industries 
not now enjoying such allowances are only awaiting our approval of 
them here before claiming like favors from the carriers as of right,* 
and it is certain that if these practices are now found to be lawful the 
announcement of our conclusions will at once be followed by prepa¬ 
rations on the part of similar industries throughout the country to 
throw upon the carriers the cost of operating their plant railways. 
Such a ruling now not improbably would fix this relation between the 
line carriers and the more or less extensive industries of the country 
as a permanent practice, the burden of which must be borne through 
increased rates by the general shipping public. 

RELATION OF THESE PRACTICES TO RATE INCREASES. 

Indeed, the very carriers that are augmenting their expense ac¬ 
counts and dissipating their revenues in this manner, to the extent of 
many millions of dollars a year and for the benefit of a comparatively 
few shippers, are now complaining that their present earnings are 
insufficient and, on that ground, have asked our permission to make 
a substantial increase in their general rate schedules. In that sense 
the proposed increase in rates has a certain very definite and 

immediate relation to this proceeding. In this general connection it 
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may safely be assumed that no substantial part of the well informed 
and reflecting public would deny to the owners of the railroads of 
the country a reasonable return on their investments; nevertheless, 
before they may fairly ask the general public to sharo further in 
carrying their burdens, it is manifest that the railroads must them¬ 
selves properly conserve their sources of revenue by making every 
service rendered by them contribute reasonably to their earnings. 
This having been done, the Commission upon an adequate showing 
of the need of additional revenues will not shrink from the responsi¬ 
bility of sanctioning such measures, including even a general in¬ 
crease in rates, as ma} 7 be required to bring reasonable prosperity to 
railroads, so far as this may be accomplished under rates and charges 
that are reasonably just alike to shippers and to the carriers. Aside 
from the right of the owners of the property so devoted to the use 
of the public to receive from the public a reasonable return on their 
investments, it is of profound importance to the public in its own 
interest to accord fair and equal treatment to the owners of rail¬ 
roads, for upon no other basis may we continue to look to private 
capital for the further development and extension of our railroad 
facilities. The general public interest is therefore advanced in a 
very direct way by the reasonable success of railroad investments 
under rate schedules that reasonably respect the rights of shippers. 
But if further burdens through an increased scale of rates may 
justly be imposed on the general public, all must agree that unlawful 
concessions, rebates, and preferences in the interest of a small pro¬ 
portion of the shipping public ought to be eliminated from the prac¬ 
tices of carriers. It is therefore appropriate, as it is also our duty 
on general grounds, to examine carefully into the legality of the 
allowances, free services, per diem, and demurrage concessions, of the 
character disclosed on the record before us, by means of which the 
revenues of the carriers are so heavily taxed and their net earnings 
so largely impaired; and we now take up the consideration of that 
question with a full appreciation of its far-reaching importance. 

SCOPE OF THE INQUIRY. 

The order instituting the proceeding embraces all industries with 
plant railways east of the Mississippi River. The investigation, how¬ 
ever, has been confined for the present to iron and steel industries in 
that territory. But before stating the facts relating to the various 
plants described of record, it is proper to say that the whole matter 
was voluntarily brought to our attention by certain of these indus¬ 
tries and the line carriers that serve them. The demands of plant 
railways for larger allowances, the increasing number of industries 
that were incorporating railroad companies to take over the opera- 
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tion of their plant tracks and locomotives with a view to demanding 
allowances, and the growing volume of complaint against the dis¬ 
criminations arising out of these relations between the line carriers 
and the industries so favored, together with certain formal and 
informal rulings by the Commission in other cases, had combined 
to raise a doubt on the part of the carriers and the industries as to 
the legality of these allowances and free services. These appre¬ 
hensions led in 1909 to an extended investigation of the matter by 
the line carriers and the steel interests. Committees were appointed 
and detailed information gathered as to the character of the in¬ 
dustrial railways of iron and steel plants then enjoying allowances 
from the line carriers, and as to the nature of their operations, 
their relation to the controlling industries, and the amount of the 
allowances being made to them. But the same influence that 
led the carriers originally to make such allowances, namely, the 
immense traffic, both inbound and outbound, of the iron and steel 
industries in this territory, undoubtedly made it impossible for the 
committees to reach an agreement. The matter was thereupon 
turned over to the legal departments of the line carriers and the 
industries, in order, as it was said, to divest the problem of these traffic 
influences, and new committees were appointed to carry on further 
investigations. It is our understanding that the general conclusion 
reached, as the result of a series of conferences between them, was 
that allowances to industrial railroads were illegal where no real 
service of transportation was performed. The committees there¬ 
upon undertook to determine what industrial railroads connected 
with iron and steel industries in this territory were, to use the lan¬ 
guage of counsel, real railroads. In the spring of 1911 these commit¬ 
tees laid the matter before the Commission in the form of a stipula¬ 
tion between the United States Steel Corporation on the one hand 
and the line carriers on the other, accompanied by recommendations 
that allowances might lawfully be continued to six designated 
industrial railroads serving iron and steel industries in the territory 
in question, and that allowances to the others might lawfully be 
discontinued. There were certain minor matters about which the 
committees could not agree, but the whole situation was submitted 
to us with the statement that both parties in interest would abide 
by the findings of the Commission, subject only to the privilege of 
review by the courts in the event that our order invaded any vested 
right. Upon the presentation of the stipulation and recommenda¬ 
tions protest was made by other steel and iron interests having plant 
railways to which, under the recommendations embodied in the 
stipulation, allowances were not thereafter to be made; protests 
were also made by industries with plant railroads to which allow- 
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ances had not theretofore been made but which were preparing to 
assert their right to have allowances. It was apparent, therefore, 
that the whole situation would have to be taken in hand by the Com¬ 
mission and that a more extended record than the stipulation and 
recommendations would be necessary before any order dealing with 
these matters could fairly be entored. Disregarding the stipulation 
and recommendations, this general investigation was thereupon 
instituted by the Commission on its own initiative. It includes all 
short lines of railroads serving industries of any kind in official classi¬ 
fication territory, but the record thus far made, with one or two ex¬ 
ceptions, is confined, as just stated, to the plant railways of iron 
and steel industries east of Chicago. It is shown of record, however, 
that the practice of incorporating plant railroads, and through them 
of receiving allowances from the trunk lines out of the rate, extends 
to all branches of industry in that territory where the tonnage to be 
shipped is large. 

CHARACTER OF INDUSTRIAL RAILWAYS. 

It would unduly extend this report to undertake here to describe 
each of the iron and steel industries and their plant railways as the 
facts in relation to each are spread of record. For convenience of ref¬ 
erence this has been done in an appendix attached to the report. 
There are, however, certain features that are characteristic of all these 
plants. The ordinary plant consists usually of blast furnaces, steel 
mills, rolling mills, and other manufacturing departments. It covers 
from 25 to 125 or more acres of land, in many cases inclosed by 
fences and gates. One of the important problems that each plant 
must meet in its own way is the disposition of slag and other refuse 
that accumulate in large quantities from the operation of the fur¬ 
naces and mills. A convenient dumping ground must be provided, 
and this, partially at least, is the explanation of the location of 
the plant in practically every instance either on a river bank or 
lake shore, where the submerged lands may be filled up to the estab¬ 
lished harbor lines, or on or adjoining lowdands or gullies where 
the refuse may be conveniently dumped. In practically every 
instance plant rails and locomotives are provided as a means for 
disposing of these waste materials, and a surprising amount of low 
or submerged lands have in that wuiy been brought up to grade 
and made available for the extension of the plants themselves or 
for use by other industries. Some of these made lands are of great 
value. The plants, however, have various other and still more 
important uses for rails and locomotives, and it is repeatedly ad¬ 
mitted of record, and abundantly illustrated in the case of all these 
plants, that locomotives and a system of rails in and about an iron 
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and steel plant are a necessary facility in the industry. The plant 
tracks ordinarily are used not only for the movement of cars be¬ 
tween the rails of the line carriers and various points within the 
plant, but they are required for the prompt and economical move¬ 
ment of material between its various departments. In some cases 
they are operated as a bureau or department of the industrial com¬ 
pany; but at this time in the majority of instances they are oper¬ 
ated by an incorporated railroad company owned by the industry. 
In many cases the industrial railroad performs only the interchange 
switching with the line carriers, while the industry, with other power, 
does the interwork switching itself and not through its plant railway 
company. In other instances the incorporated industrial railroad 
performs all the switching within the plant as well as the switch¬ 
ing to and from the rails of the line carriers. In addition to the 
standard-gauge spur and switch tracks in and about these plants all 
the larger iron and steel industries maintain a system of narrow- 
gauge tracks operated with their own power and confined exclusively 
to mill work. In all cases there is a practical identity in the ownership 
of the plant railway and the plant. 

In the case of some of the plants the industrial railroad company 
owns no physical property, but formally leases its right of way, 
tracks, and equipment from the industry by which it is itself owned; 
in other cases the industrial railroad company owns the equipment 
and leases the tracks and right of way from the industry; and in still 
other cases the right of way has been deeded to the industrial rail¬ 
road company in fee, and the tracks and equipment have been 
assigned to it. At the majority of the iron and steel plants described 
of record the rights of way of the line carriers adjoin the property 
line of the industry, and in such cases the interchange of cars with 
the plant could readily be performed by the line carrier by means of a 
short switch track. In a few cases only is the plant located at a dis¬ 
tance from a line carrier; in such cases the industrial railroad usually 
extends its rails to the trunk line; and the extraordinary financial 
results accruing to the industry, in the way of divisions and allow¬ 
ances, as a consequence of such an arrangement, are fully shown of 
record. At a number of plants the tracks of two trunk lines parallel 
and adjoin the property of the industry and each of them formerly 
extended its switch tracks to a junction with the plant tracks either 
just within or just outside the plant inclosure. When the plant 
tracks were taken over by the incorporated plant railroad the tracks of 
the latter were extended around the plant in such manner as to exclude 
the trunk lines from direct access to the plant except over the rails of 
the newly incorporated industrial railroad. The result is an apparent 
intermediate service by the industrial railroad between the plant and 
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the line carrier, on the basis of which the plant railroad exacts com¬ 
pensation, not from the industry, but out of the rate of the line car¬ 
rier. In several instances the right of way of a trunk line originally 
ran directly through the plant inclosure, and when the incorporated 
industrial railroad assumed the operation of the plant tracks the 
trunk line tracks were removed and relocated at a point outside the 
plant inclosure. These arrangements were usually accomplished by 
an exchange of property, the trunk line deeding its old right of way 
to the industry, or to its plant railway, in return for a deed of its 
new right of way acquired for the purpose by the industry. While 
the ostensible object of these transactions was to give the industry 
more room for the location of its mills and buildings, often the real 
purpose, and in all cases the actual result, was to give the industry 
a better opportunity to interpose its plant railway between its 
plant and the trunk line, so that the industrial railroad could have 
an apparent basis for allowances. The cost of relocating the trunk 
line is usually included in the capital account of the industrial 
railroad. 

RELOCATION OF TRUNK LINE TRACKS AT INDUSTRIES. 

in 1900 the Erie Railroad tracks, for example, ran through the 
center of what is now known as the Newburgh Steel Works yard. 
With the growth and expansion of that plant it was thought nec¬ 
essary to move the tracks of tlie Erie Railroad to a new location 
about 350 feet outside the plant. The expense of moving these 
tracks, including the purchase of a new right of way, was about 
$500,000. This was paid by the American Steel & Wire Company, 
a subsidiary of the steel corporation, which owns the plant. The 
transaction is referred to on the record as the beginning of the con¬ 
struction of the Newburgh & South Shore as a railroad, the industrial 
line of the wire company at these works. 

In the case of the McKeesport Connecting Railroad, the industrial 
line of the National Tube Compnv, also a subsidiary of the steel cor¬ 
poration, the record shows that the Pennsylvania Railroad originally 
crossed the plant premises diagonally to a point about 250 feet east 
of Armstrong street, and ran thence along the river bank to the De 
Wees Wood plant (see appendix, p. 349). At that time the river bank 
was of irregular shape. Permission was received from the govern¬ 
ment to fill in and put the river hank in good alignment, and in that 
way the tube company acquired the property. The Pennsylvania 
tracks were then relocated at a point south of the plant and away 
from the river. The tracks were removed to the new location at the 
expense of the tube company. 

In the case of the St. Clair Terminal Railroad, the industrial 
railway of the plant of the Carnegie Steel Company at Clairton, Pa., 
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also a subsidiary of the steel corporation, the record shows that the 
Pennsylvania Railroad originally extended 150 feet nearer the river 
than at present and interfered with the ore stock yard of the plant. 
The tracks were removed to a new location, in 1902 or 1903, at the 
steel company’s expense and the original right of way of the trunk 
line was conveyed to the steel company. 

Another and still more striking example of the influence of large 
industrial operations in shaping the policy of the line carriers may be 
found in the case of the large plant of the United States Steel Cor¬ 
poration at Gary, in the state of Indiana: 

The Chicago, Lake Shore <fc Eastern Railway was originally a 
plant railway of the Illinois Steel Company at South Chicago, but 
both the plant and the railway later became the property of the 
steel corporation. Subsequently, when the steel corporation com¬ 
menced the building of a new plant at Gary, designed to be one 
of the largest in the world, the tracks of this industrial railway were 
extended to connect the plant at South Chicago with the new plant 
at Gary, and all the yard tracks and sidings located in and around 
fche various buildings and departments at Gary were constructed in 
the name of the Chicago, Lake Shore & Eastern Railway Company. 
As a site for the new plant the steel company had purchased 
a large area of land near Lake Michigan and adjoining the Illinois- 
Indiana state line; but the entire lake frontage at this point was 
then occupied by the four-track, stone-ballasted main line of the 
Lake Shore & Michigan Southern Railway, and the double-track, 
stone-ballasted main line of the Baltimore & Ohio Railroad extended 
directly through the center of what is now the Gary plant. Prior to 
the commencement of the work of building the plant the officers of 
the steel corporation held a conference with the executives of those 
lines, at which it was agreed that if the two carriers would convey the 
eight miles of the lake front to the steel corporation the latter would 
provide them with other rights of way and build new tracks of the 
same type and turn them over to the two lines fully completed and 
without cost to them. The result of these negotiations was that all 
the existing tracks of both lines were moved awav and the steel cor- 
poration took possession of the valuable frontage on the lake, eight 
miles long, putting in the necessary docks for handling its ore and other 
materials. The expense of these changes, as we are advised, approxi¬ 
mated $7,000,000; it was borne by the steel corporation by capital¬ 
izing the amount in the cost of the Chicago, Lake Shore & Eastern 
Railway Company. The arrangement not only provided an exten¬ 
sive area of land for the plant of the steel corporation, but it excluded 
the line carriers from access to the plant and gave full control of the 

rail facilities to and within the plant to the plant railway. The 
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tracks of the plant railway within the plant aggregate about 114 
miles, and its operations became so enormous that it was thought 
to be inadvisable, as we understand the matter, to continue to main¬ 
tain the allowances to the plant railway as an industrial railroad, 
and thereupon all its tracks were leased to the Elgin, Joliet & Eastern 
Hailway, which is also entirely owned by the steel corporation. There¬ 
after, in order to give a semblance of legality to the liberal divisions 
accorded by the line carriers on traffic to and from the plant, the 
numerous mills, warehouses, and other points of loading and unload¬ 
ing within the plant were treated as local stations of the Elgin, Joliet 
& Eastern Railway. 

The Gary plant of the steel corporation was not examined in this 
proceeding, but a special investigation of the property was made, and 
the facts here stated are taken from the report of the examiner who 
conducted it. 

In these and other cases the result of these arrangements has been 
to detach the trunk line from immediate connection with the plant 
and to give the plant railway, as stated, an apparent basis for allow¬ 
ances, with all the attendant privileges of value to the industry. 

A PLANT RAILWAY AN INDUSTRIAL NECESSITY. 

The modern steel plant covers a large area, and every provision 
must be made to reduce the manufacturing cost and to provide 
against the loss of efficiency. The most important facility in accom¬ 
plishing this is the plant railway, by which, in addition to the inbound 
movement of ore, coke, and limestone, is secured the prompt distribu¬ 
tion of material and supplies from points of storage to the vari¬ 
ous departments. Slag, ashes, and other waste materials must 
be quickly removed and taken to the dumping grounds provided for 
that purpose, as heretofore explained. All this is manifestly a part 
of the manufacturing process and is no more related to transportation 
than it would be if done by horse and wagon. In other words, a plant 
railway is as necessary a part of the plant equipment as is the plant 
smokestack, and, as before stated, this is one of the facts completely 
established on the record. 

The record makes it clear also that the successful operation of a blast 
furnace requires a continuous movement of ore, coke, and limestone 
to be ready at the precise time and in the proper proportions to 
meet the requirements of the furnaces. The absolute necessity of 
this regularity of service at the furnace is repeatedly referred to on 
the record. Nevertheless it is contended, that when these raw mate¬ 
rials are brought in by the line carriers, in the proportions and at the 
time required by the industry, this is not a feature of the industrial 
processes of the plant, but is a service of transportation which the 
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line carriers must perform or pay the industry out of the rate for 
performing with its own facilities. In many cases the tracks on 
which these deliveries of coke, ore, and limestone into the furnace 
bins are made are elevated on trestles adjoining the furnaces. At 
perhaps most of the plants here described hot metal from the fur¬ 
naces is moved to other departments of the plant on the narrow-gauge 
tracks, but in some cases this is done entirely by the standard-gauge 
plant railway. In most instances the movement of partially manu¬ 
factured products from one mill to another is very extensive, and a 
large part of this interworks service is ordinarily done by the plant 
railway. 

Some of these iron and steel industries were originally small con¬ 
cerns with a spur track holding only a few cars. Their growth, how¬ 
ever, has been rapid, and with it has followed an increase in the number 
of buildings and departments and in the extent of land occupied. 
This involved also an increase both in the extent and in the number 
of spurs and switch tracks in the plant. As heretofore stated, there 
is usually also a narrow-gauge system of tracks in the mills and con¬ 
necting the different mills. There are cranes and other appliances 
scattered about the works. All this makes a situation so complex 
that the trunk lines that have undertaken to do the switching, both 
within the plant and to and from it, have found it necessary to have 
one control, and one of them ordinarily does the work, the expense 
being pooled and divided among them all. This is the case where 
the plant itself provides the tracks but does not undertake to operate 
them. In most of the cases described of record, however, the plants 
have altogether excluded the trunk lines from their plant rails and do 
all the work with their own power. So great is the complexity at 
many plants as to make it practically impossible for any outside power 
to undertake the work. This was made clear by several witnesses. 
An official of one of the largest plants in the country, after explain¬ 
ing the great cost of operating its very extensive plant railway was 
asked why his company did not permit the trunk lines to do the 
work there as they do at some other plants. He explained that his 
company would prefer to bear the expense itself rather than to try 
such an experiment. Nevertheless, in a number of smaller plants 
east of the Pittsburgh district the trunk lines do all the work inside 
the plant as well as to and from it. 

DELIVERY OF CARLOAD FREIGHT. 

Under the common law as construed in the practically unanimous 
decisions of the courts, a delivery of carload freight to a shipper 
having a privato siding is made by shunting the car upon the switch, 
clear of the main tracks. All services upon the siding beyond that 
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point, in placing the car for loading or unloading at a particular spot 
convenient to the shipper, are what may be called volunteered services 
in the sense that they are in addition to the main-lino haul and in 
excess of any obligation of service by the carrier at common law. 
Nevertheless the custom of making deliveries at the warehouse or 
factory door on private sidings is one of long standing in this country, 
and under certain language in the act it is possible that the carriers 
may be required, upon reasonable compensation, to do this spotting, 
as it is called. We find no authority, however, English or American, 
that holds or intimates that the lino carrier, in connection with the 
main-line haul, is under any obligation to spot a car at the factory 
door on a private siding except upon reasonable compensation 
included in the rate itself or set up in the form of a special charge. 

These private sidetracks or sidings, as they are more commonly 
called, are constructed to facilitate the receipt and delivery of car¬ 
load freight. They either connect a particular warehouse, factory, or 
elevator with the main line of the carrier, or, in the case of an industry 
having plant tracks of its own, they connect the main line of the 
carrier with a point of interchange with the plant tracks. Ordinarily 
the private siding is a short track to a coal or lumber yard, or to a 
factory, warehouse, or elevator adjoining the right of way of the line 
carrier and having a door or platform where the car may conveniently 
be loaded or unloaded. In England a car shunted by the carrier upon 
a siding is spotted by the industry, this being accomplished ordinarily 
by means of a winch and cable. But in this country, although it is 
often done with a pinch bar or other appliances, the heavy modern 
equipment makes it much more convenient to spot a car at a factory 
door with a locomotive, and the line carriers quite generally per¬ 
form the service. Although the practice is not absolutely uniform 
throughout the country, the spotting is customarily done without 
any charge in addition to the published rate. It is, however, a special 
and particular sendee of peculiarly direct value to the shipper in that 
it not only secures prompt delivery to him, but enables him to avoid 
the expense of cartage, which in many cases would be very substantial. 
Such a service when included in the rate gives the shipper a very 
obvious advantage over a shipper who at the same rate must accept 
and deliver his traffic on a public team track and cart it to and from 
his factory or place of business; and the shippers who labor under this 
disadvantage far outnumber the other class of shippers. Whether 
under such circumstances a special charge, in addition to the line rate, 
should be exacted for spotting a car on a private siding of the usual and 
ordinary kind—that is to say, one leading to an elevator or to a door 
or unloading platform of a factory or warehouse—is undoubtedly a 
question that should and necessarily must have most careful con- 
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aid oration. That, however, together with free store-door delivery, 
ferry car, and other free services by which, at the cost of the carriers, the 
relatively few shippers of large traffic are relieved from the expense of 
cartage, is a question that can not appropriately be disposed of 
finally in this case; and the spotting of cars without charge at the 
doors of factories or warehouses on private sidetracks has been 
referred to here in order that we may have the benefit of the contrast 
of that service with the very much more extensive service performed 
by the line carriers without additional charge for the larger industries 
that have, and require in their industrial operations, a more or less 
extensive system of tracks in and about their plants. We get an even 
more significant view of the matter when we contrast the ordinary 
switching service, without charge in addition to the line rate, on a 
switching track leading to a door or loading platform at a factory 
or warehouse, with the allowances and divisions surrendered by the 
line carriers out of the same rates to other large industries having, 
as an industrial necessity, an intricate system of tracks within their 
plants which they operate directly with their own power or indirectly 
through an incorporated railroad company owned by the industry. 
Throughout the territory under consideration here the same rate 
that is exacted for a public team-track delivery, with the cartage 
charge which it entails upon the shipper, will give another shipper 
the service of spotting the car at his warehouse on a siding, without 
attendant cartage expense; it will also purchase for an industry the 
service of spotting the car at any point within its plant, or entitle it 
to allowances for doing this for itself. The resulting inequality in 
the value of the service rendered, as between these different classes 
of shippers, is very striking; and the very great additional cost to 
the carrier in performing the plant service is equally apparent. 

PUBLIC SERVICES OF INDUSTRIAL RAILWAYS. 

One or two of these plant railways operate passenger cars for the 
convenience of their own employees going to and from their work, and 
incidentally carry a small number of passengers not connected with 
the industry. The remaining industrial roads described of record have 
no passenger traffic and have no opportunity to serve the public in that 
way. None of them carries mail or express; only one issues bills of 
lading, and but one of them has a depot for less-than-carload ship¬ 
ments and that was constructed during the progress of the hearing. 
Although much is said of record about terminal roads, not one of 
these industrial short lines is in any sense a terminal railroad as that 
phrase is ordinarily used. The road that has most nearly the appear¬ 
ance of a terminal road claims only three per cent of outside traffic. 

Moreover, the record shows that, generally speaking, outside busi- 
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ness is not solicited but on the contrary is discouraged. In the great 
majority of instances there is no real outside traffic. Where any 
such traffic exists it is almost negligible, except in three or four cases. 
According to their own figures the outside traffic varies from one- 
quarter of one per cent to a maximum of 12.66 per cent in the case of 
the South Buffalo Railroad. The three or four instances where it 
is really appreciable will be specially considered. 

The legality of allowances to plant railways of this character was 
considered from a somewhat different point of view in General Elec¬ 
tric Company v. N. V. C. & II. R. R. R. Co ., 14 I. C. C.,237. There the 
complainant, conducting a great industry with an extensive system 
of plant rails and locomotives of its own, asked for an order requiring 
the defendant carriers to make it an allowance out of the rate for 
operating its plant railway in the movement of its own traffic to and 
from various parts of its plant. It appeared that in 1886 there were, 
on the site in question, two factory buildings connected with the main 
line of the carriers by a switch track over which the carriers were 
accustomed to deliver carload freight without extra charge, the 
less-than-carload freight being hauled from their freight stations to 
the plant by the industry with its own horses and wagons. In 1908, 
when the case was before us, the business had so expanded that the 
complainant’s plant embraced an inclosed area of 180 acres upon 
which there were 140 buildings of varying size, including 50 or 60 
shops, foundries, and warehouses, in which about 17,000 men were 
ordinarily employed. Within the inclosure were 12 miles of standard- 
gauge track, in addition to 7 miles of narrow-gauge track, all of which 
the industry was operating with its own power. At a point of inter¬ 
change between the line carriers and the plant railway, namely, on 
certain storage tracks just within the plant inclosure, the complainant 
during that fiscal year had delivered to the line carriers about 25,000 
loaded and empty cars, and at the same point of interchange it had 
received about the same number of inbound loaded and empty cars. 
The service of the line carriers did not extend beyond the storage 
tracks. From that point the inbound loaded and empty cars were 
moved by the industry to the various loading and unloading points 
within the plant; the outbound cars, loaded at various points within 
the plant, and the outbound empty cars were also delivered at that 
point to the line carriers by the plant railway. For all this service on 
its own traffic between the interchange tracks and the various points 
of loading and unloading within the plant the complainant contended 
that it was entitled, under section 15 of the act, to be reasonably 
compensated by the line carriers out of the rate. The contention 
was based on the theory that the complainant was doing a service 
of transportation and furnishing facilities of transportation with 
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respect to its own traffic which the line carriers would have to per¬ 
form and furnish under the published rate if the complainant chose not 
to perform and furnish the service and facilities for itself. We held, 
howeve , that the service beyond the interchange tracks was not a 
carrier s service, or a part of the transportation undertaken by the 
carriers, but was a shipper’s service—a service apart from transpor¬ 
tation that was performed by the shipper for its own benefit on 
tracks and with facilities within the plant inclosure that were laid 
and used for the complainant’s own convenience and as necessary 
facilities in the conduct of its manufacturing operations. We also 
held that a carrier, when serving industrial plants of that character, 
performs its full duty under its contract of transportation when it 
deli\ ers or accepts cars at some reasonably convenient interchange 
point, such as the storage tracks provided for the purpose by the 
complainant within the plant inclosure. We further held that the 
line carriers are under no duty to extend their transportation obli¬ 
gations with the extension of great industrial plants, like that of the 
complainant, and could not lawfully be called upon, as a part of the 
service of transportation, to make deliveries through a network of 
interior switching tracks, constructed as plant facilities to meet the 
necessities of the industry; and that their obligation as common 
carriers involves only a delivery and acceptance of carload shipments 
at a reasonably convenient point of interchange between their main 
line and the plant tracks of the industry. We, therefore, dismissed 
the complaint upon a finding that the complainant performed no 
service for itself within its plant which it could lawfully call upon the 
line carriers to perform for it, and that there was, therefore, no basis 
for its demand for compensation from the line carriers out of the rate. 

1 he same general c|uestion was involved and the same conclusions 
announced in Solvay Process Co. v. D. L. d- W. R. R. Co., 14 I. C. C., 
246; Crane Iron 11 'oris v. C. R. R. Co. of N. J ., 17 I. C. C., 514; and 
in later cases. 

The Commerce Court in passing upon the Commission’s order in 
Crane Ironworks v. United States, 209 Fed., 238, said: 


In the operation of this plant it is necessary to transport loaded cars received by 
rail to various points within the limits of the plant for unloading, to transport cars 
which have been loaded with its product from various points within the plant to the 
line of railway by which they are taken to destination, and also to some extent nec¬ 
essary to move cars from point to point within the plant itself. * * * Upon all 
the circumstances connected with the location, construction, and operation of the 
Crane Railroad, the Commission found as an ultimate fact that, as to the Crane Iron 
Works, it was a mere plant facility, performing services which the iron works should 
perform for itself if it desired such services, and that the Central Railroad was under 
no obligations to pay the Crane Railroad for the switching service which it performs 
for the iron works, and indeed could not lawfully do so. We see no reason to doubt 
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the correctness of this conclusion. The.Commission had previously pointed out the 
distinction between those operations which constitute a plant facility and the legiti 
mate services of a common carrier ( General Electric Co. v. N. Y. C. & II. II. Ii. Ii. 
Co. et al., 14 I. C. C. Rep., 237; Solvay Process Co. v. D., L. & W. R. Ii. Co., 14 I. C. C. 
Rep., 246), and the observations made in these illustrative cases seem to us to express 
a sound and wholesome principle. 

It will be observed in the cases cited that the line curriers were 
declining to perform any service within the plant beyond the inter¬ 
change point, and we held that no service beyond that point could 
lawfully be required of them and, therefore, that they could not be 
required to make an allowance to the industries for doing the service 
for themselves with their own facilities. The attitude of the carriers 
before us here is just the reverse. Under the compulsion of the large 
traffic of these steel and iron plants the line carriers have been forced by 
the industries to extend their service beyond the interchange tracks 
and, without charge in addition to the rate, they are either doing 
the very service within the plants which, in the cases cited, we said 
the defendant carriers could not be required to do, or they are paying 
the industries allowances for doing the service within their plants 
for themselves with their own facilities. They are volunteering a 
service in excess of their legal obligation of service and are receiving 
no compensation for it. And the question here is whether this may 
lawfully continue; that is to say, whether the line carriers may con¬ 
tinue without additional charge to perform the very extensive 
switching service beyond the interchange point and to and from all 
points within the plant inclosures of industries that have no loco¬ 
motives, and of industries that have locomotives but prefer to 
have the line carriers do the work; and whether they may law¬ 
fully continue to pay allowances out of the rates to other industries 
which, with their own facilities, perform the switching service beyond 
the interchange tracks and to and from all points within their plants. 

UNDUE DISCRIMINATIONS INEVITABLE. 

That these practices result in undue preferences and unjust dis¬ 
criminations is fully shown by the record. We regard them also as 
unlawful in and of themselves. Indeed, the surprising feature in 
the situation is that they have been permitted to continue so long. 
That they have grown out of competitive conditions between the 
line carriers was not only admitted at the hearing but is abundantly 
demonstrated by the testimony. In the case of 20 incorporated 
roads described of record, 16 receive allowances and four do not. Of 
the 10 unincorporated plant railways, three receive allowances and 
seven do not. Of these seven industries the interchange switching 
in two instances is performed by the connecting trunk lines under a 
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pooling arrangement, the cost being divided between them on a car 
basis, at one of them the interchange and the interworks switching 
is performed by the industry and the cost divided between it and the 
trunk lines on a car basis. At the other four of these seven industries 
the entire service is performed by the industry without allowances of 
any character. These differences in treatment are not the result of 
different conditions at the plants but grow out of the competition 
among the carriers for the traffic. In the same district no allowance is 
paid to one plant railway, a small allowance is made to another, while 
a large allowance is paid to a thiid. When asked to explain the pay¬ 
ment of allowances to some industries and not to others similarly situ¬ 
ated, a witness for one of the line carriers said it had never differen¬ 
tiated between them on principle but only as the result “of competi¬ 
tion and the force of circumstances * * *. I do not think we have 

ever made one of these allowances willingly and voluntarily.” 
The lack of uniformity is also shown in that in some cases the trunk 
lines make no allowances beyond the so-called furnace allowances, 
while in other cases allowances are made by them on both inbound 
and outbound shipments ranging from $1 to $2.50 per car. In one 
case they are fixed at $2.50 per car on inbound material and $4 a 
car on the outbound manufactured products. Upon the whole 
record it may be taken as fully established that the allowances 
are not regarded ns having any relation to the rate or, as heretofore 
stated, as having been taken into consideration in fixing the rate; 
they are simply concessions out of the rate to secure the traffic. This 
is no less true of the free service of the trunk lines in participating 
in the manufacturing process by arranging in many eases, as hereto¬ 
fore explained, to switch the cars of raw material into the plant, not 
in accordance with their own convenience but in such manner as to 
meet the requirements of the furnaces. And in the history of the 
industry it has occurred not infrequently that the failure of the line 
carrier to do this properly has resulted in closing down the mill. It 
is partly to avoid this risk that the larger industries as a rule prefer 
to do the switching with their own facilities, and have the trunk 
lines pay for it with allowances. 

TER DIEM RECLAIMS. 

The depletion and loss in the revenues of the line carriers, through 
this voluntary and preferential contribution in money and services 
to a relatively few industries, has already been adverted to, but it is 
more extensive than has been generally understood. The pay¬ 
ments made to large shippers by the trunk line carriers east of 
Chicago, in the form of allowances to their industrial or plant 
railroads, aggregate many millions of dollars a year. A large 
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additional amount is also annually contributed by the line carriers to 
the same industries through the so-called per diem reclaims. 

In order to have a clear idea of the practice of carriers in the 
matter of per diem charges and of the important privileges resulting 
from it to these iron and steel industries, it is necessary to under¬ 
stand the modified agreement, which is the basis upon which the 
line carriers settle with switching roads for the detention of their 
equipment. The ordinary switching or terminal line, when a party 
to the per diem agreement, is under an expense of 45 cents a day 
for each car of a trunk line held upon its rails. Usually such lines 
have no equipment of their own upon which they in turn may earn 
revenues from the trunk lines. In order, therefore, that the per 
diem charge may not unduly deplete the revenues of the switching 
lines, the latter under the modified agreement are entitled to make a 
reclaim against their immediate trunk-line connections for a stipu¬ 
lated number of days, the period, as contemplated and intended 
under the practice, being based upon the actual experience of the 
respective switching lines in the necessary detention of cars on their 
rails. The periods agreed upon with the industrial lines before us 
range from three and one-half days in the case of one plant railway to 
a maximum of five and one-half days, and appear in some cases to be 
substantially in excess of their reasonable necessities. During the 
period so designated for a given industrial line it is required to pay, 
to the trunk line owning the car, a per diem charge for the number of 
days the car is actually on its rails; but, under its light to make 
reclaim for the whole period upon its immediate trunk-line connec¬ 
tion, the industrial line makes a profit of 45 cents per day for each 
day saved out of the designated reclaim period by the prompt return 
of the car. The industrial lines that have been given the benefit of 
the modified agreement are not only practically relieved of the pay¬ 
ment of per diem charges but, through these arrangements, many of 
them receive a substantial addition to their revenues, which accrues 
to the benefit of the controlling industry. 

In the iron and steel industry this charge or per diem reclaim in 
many instances has become the source of large revenues to the plant 
railways and to the industries that own them. Of the 30 industrial 
railroads, parties to this proceeding, 10 are parties to the per diem 
agreement. It is shown of record that for the year ending June 30, 
1911, the aggregate amount of per diem reclaims received by only 
five of these roads amounted to $1,059,273.99. The full results of the 
arrangement ought to be clearly appreciated. It means that instead 
of the 48 hours of free time accorded to ordinary shippers, these 
industries have from three and one-half to five and one-half days of 
free time, the possession of the car bv their plant railway not being 
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charged against the industry. Moreover, when the car is returned to 
the line carrier in less than these periods the industry earns a bonus 
or reclaim, which in the case of one of these industries aggregates more 
than $600,000 a year, out of which the clear profit must necessarily 
be very substantial; the bonus in nearly all cases is large, and in 
many cases a profit results. Just how much demurrage these in¬ 
dustries escape from paying to the line carriers, on the fiction that 
a car in the possession of their industrial or plant railroad, and ordi¬ 
narily inside their own plant, is not in their own possession, and 
therefore not subject to demurrage, is a matter of conjecture; but 
undoubtedly the results flowing from it give to that fiction a very 
large annual money value to each of these industries. Even when 
such an industry detains a car beyond the maximum period of 
time allowed to its plant railway under the per diem agreement, 
and a demurrage charge results, the industry pays it not to the 
line carrier, but to its industrial railroad and therefore into its 
own treasury. As to those industries, demurrage is therefore 
entirely eliminated as a transportation charge. Competing indus¬ 
tries, on the other hand, that have no such advantages must pay 
demurrage to the line carrier for the detention of all cars beyond 
the 48 hours of free time allowed in the tariffs, and they have the 
benefit of no per diem reclaim. Since these facts were developed in 
the course of this investigation, these matters have been the subject 
of conferences among the line carriers and with these industries; and 
we are advised that an understanding has been reached as the result 
of which per diem reclaims, after January 1, 1914, will no longer be 
a source of revenue to the industries. They are, however, still to 
enjoy immunity from demurrage. 

SWITCHING AND SPOTTING. 

In addition to the cash revenues lost by the hue carriers through 
reclaims and the complete elimination of demurrage as a transporta¬ 
tion charge against such industries, there is the gratuitous switching 
service performed by the line carriers in many large plants which have 
installed extensive spur and switch tracks in and about their mills and 
other buildings for necessaiy industrial purposes, and yet look to the 
line carriers to extend their rates to every door and other point within 
the plant, regardless of its size or the intricacy of the plant tracks or 
the cost of the service; and to do their inbound and outbound switch¬ 
ing without charge, and even to do their interworks switching, in 
some cases without profit. It is impossible to estimate the aggregate 
cost to the lino carriers of this free service in the territory east of 
the Mississippi River, but the amount is very large and its reasonable 
value to the shippers for whom it is performed must amount to many 
millions of dollars a year. 
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In short, we are here dealing with preferences and discriminations 
on a huge scale and with services rendered by the line carriers which, 
if charged for on a reasonable basis, would increase their revenues by 
millions of dollars annually. The conditions on the Pennsylvania 
lines east of Pittsburgh will alone be suffieientlv illustrative. It has 
4,200 private siding connections, of which 3,800 are of the simpler 
form with a capacity of a few cars each. On these sidings the 
spotting is done without any charge in addition to the line rate. 
On its various main and branch lines there are about 400 more or 
less complicated systems of tracks within plants. At 233 of these 
industries the line carrier, entirely without charge in addition to the 
rate, and notwithstanding the fact that it is under no such obliga¬ 
tion, performs the service of spotting empty and loaded cars in and 
around the plant; at 145 the spotting is done with the power of the 
industry, and at 24 the service is performed partly by the industry 
and partly by the carrier. Of the 145 plants in which the industry 
does the work with its own power a majority have not incorporated 
their plant railways. Where the plant tracks and locomotives are 
incorporated, the line carrier delivers the inbound cars and takes 
the outbound cars at designated interchange tracks within the plant 
or just outside. One railroad witness of much experience testified 
that the line carriers had accepted the incorporation of a plant rail¬ 
way as notice to them to keep out of the plant. 

INCORPORATING PLANT RAILWAYS. 

Little importance is attached by the line carriers to the incorpora¬ 
tion of a plant railway, and we attach no importance to it under the 
law as it now stands. The Lucy Furnace of the Carnegie Steel 
Company, the Upson Nut Company, and several other iron and 
steel industries described of record receive allowances, although no 
formal action has been taken by them to give their plant railway the 
status of a common carrier through incorporation. But nearly all 
the industrial roads in this proceeding receiving allowances are incor¬ 
porated. The Bethlehem Steel Company, which has a very modern 
plant and competes actively in the general markets for iron and steel 
products, has 50 or 60 miles of standard gauge tracks within its 
plant, but it has never received allowances from the line carriers. 
Recently it has incorporated about miles of track outside of the 
plant inclosure under the name of the Philadelphia, Bethlehem & 
New England Railway. It is not asserted that the service over this 
short track differs in any degree from the work done over it before 
the charter was secured from the state authorities; but that course 
was followed, as it is said, at the suggestion of the carriers serving 
the Bethlehem Steel Company and for the avowed purpose of secur- 
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ing allowances from them. r l he Cambria Steel Company incorpo¬ 
rated its plant tracks under the name of the Cambria Terminal Rail¬ 
road Company, and having exercised the right of eminent domain to 
secure property that it had failed to acquire as the result of private 
negotiations, the charter was surrendered. The plant tracks are now 
operated as a department of the industry. The function of the plant 
railway and its work for the industry and its real relation to it has 
remained the same at all times. 

THE PRACTICE IN ENGLAND AND ELSEWHERE. 

It may be useful at this point to refer to the practice of English 
railways with respect to the switching service preceding or following 
the transportation service required under the rate. Under the 
English law the term “conveyance” is defined as the conveyance 
by regular trains and such service incidental thereto as can be per¬ 
formed by the locomotive and crew of the train. The “rate” covers 
all service incidental to the conveyance of freight, including the 
picking up and delivering at any railway company’s terminal or 
public station, or at any sidetrack at which delivery can be made 
directly from the train without unreasonable delay. On business to 
or from a private siding or railroad the only extra service included 
in the rate is the handling of cars to or from an interchange track at 
the junction; any subsequent movements of cam in connection with 
industrial operations must be performed by or at the expense of the 
shipper or consignee. If a switching service is necessary between a 
private siding and the carrier’s terminal at the originating point or 
destination, such service is not “incidental to conveyance,” but is 
classed as an extra service, for which a separate charge may be made 
by the railway company performing the service. The extra service, 
for which a railway company may charge in addition to the rate for 
conveyance, being clearly defined by law or regulation, it naturally 
follows that no allowance or other form of rate reduction may legally 
be made to the shipper or consignee for performing any extra serv¬ 
ice for itself with its own facilities. In other words, there can be no 
reduction of a conveyance rate in compensation for a service which 
the railway company is under no obligation to perform. The service 
of the line carrier is confined to its own rails and delivery is made, as 
at common law, just clear of its right of way. Any service to an in¬ 
dustry beyond that point is performed by the industry itself or at its 
expense. This we understand to be the practice also of the state rail¬ 
roads of Germany. There a sign is not infrequently erected at a point 
clear of the main track to indicate where the industrial track begins. 
The rate includes the placement of the car on the siding just clear of 
the main track. Any movement beyond the designated point of re- 
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ceipt and delivery of the car must be performed by or at the expense 
of the shipper or consignee. 

Our transportation methods have developed on somewhat different 
lines and this is not the time, perhaps, fora wholesale and radical read¬ 
justment of them. Although our own act seems to contemplate a 
separation of the line rate from the terminal charges and many ad¬ 
vantages would flow from that course, the change would involve 
some difficulties. But the record before us makes it entirely clear 
that we may to advantage adopt some of the wiser and more equitable 
practices elsewhere. It is conceded on all sides, and the record fully 
establishes the fact, that many discriminations and other inequalities 
grow' out of these relations betw'een the line carriers and certain indus¬ 
tries which to a large extent would be eliminated by the observance 
on the part of the line carriers of the distinctions that have been drawn 
in such cases between a carrier’s service and a shipper’s service. In any 
event, a rate that is reasonable for the team-track and siding service 
is clearly less than reasonable when it includes the much more costly 
service over tracks leading to a multitude of loading and unload¬ 
ing points within an industrial plant. Besides identifying, assort¬ 
ing, and assembling cars for plant delivery, and in many cases 
grouping the coke, ore, and limestone for placement in accordance 
with the requirements of the manufacturing processes, even to the 
extent of pushing the cars up on high trestles and spotting them at the 
receiving bins of the furnace, as heretofore stated, the line carrier must 
place the cars as required over a network of plant rails concecledly 
necessary as facilities in the economic conduct of the plant; and it 
must subsequently gather up the empties and get them back into its 
own yards. At many of these plants the trunk lines keep special loco¬ 
motives and crew's in order to do this w r ork in the manner required by 
the industries. Surely the same rate can not stand as a proper rate 
for such a service and at the same time stand as a reasonable rate for 
the team-track and siding service. Either the plant rate is too low or 
the team-track and siding rate is too high and is burdened, along 
w'ith the general rates of the public, with the cost of the plant service. 

In submitting the matter to us, as heretofore explained, it was 
conceded that none of these plant railways mentioned in the stipu¬ 
lation were “real railroads,” except in the six cases hereinafter 
described. Aside, however, from the stipulation of the parties, 
w'e find and conclude on the facts of record that in the case of the 
Pittsburg Steel Company, Bethlehem Steel Company, Cambria Steel 
Company, Republic Iron & Steel Company, Youngstown Sheet & 
Tube Company, Wickwire Brothers, Wheeling Steel & Iron Com¬ 
pany, Upson Nut Company; Philadelphia, Bethlehem & New Eng¬ 
land Railroad Company, controlled by the Bethlehem Steel Com- 
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pany; Valley Connecting Railroad Company, controlled by the 
Stewart Iron Company; Leetonia & Cherry Valley Railroad Company 
controlled by the United Iron & Steel Company; Cuyahoga Valley 
Railroad Company, controlled by the Cleveland Furnace Company; 
Pittsburgh, Allegheny & McKees Rocks Railroad Company, con¬ 
trolled by the Pressed Steel Car Company; River Terminal Railway 
Company, controlled by Corrigan-McKinney & Company; Lake Erie 
Terminal Railroad Company, controlled by the Camp Conduit Com¬ 
pany; North Buffalo Railroad Company, controlled by the Wickwire 
Steel Company; and the Lucy Furnace, Benwood & Wheeling Con¬ 
necting Railway Company, Etna & Montrose Railroad- Company 
Pittsburgh & Ohio Valley Railroad Company, Elwood, Anderson & 
Lapelle Railroad Company, McKeesport Connecting Railroad Com¬ 
pany, St. Clair Terminal Railroad Company, and Pencoyd & 
Philadelphia Railroad Company, controlled by the United States 
Steel Corporation or by one of its subsidiary companies, all the 
service by the line carriers beyond a reasonably convenient point of 
interchange between the rails of the carrier and the rails of the indus¬ 
try, either within or without the plant, is a shipper’s service and not 
a service of transportation which the line carrier may perform without 
charge or may allow for out of the rate through divisions or other¬ 
wise when performed by the industry or by its industrial railroad, 
and that the facilities used by the industry in performing the service, 
whether separately incorporated or not, are plant facilities and plant 
equipment. W 7 e also conclude and find that the delivery of a car by 
a line carrier upon the exchange track is a delivery to the industry, 
and that the elimination of demurrage, under the present practices, 
as a transportation charge against the industry is unlawful and gives 
the industry so favored an undue and unreasonable preference and 
advantage. We further find and conclude that undue and unlawful 
preferences and discriminations arise out of the present practice of 
the line carriers in performing such services without additional charge 
and in making allowances therefor out of the rate when performed 
by the industry or by its plant railway. We further find and con¬ 
clude upon the record that the line carriers are not compensated for 
such services in their rates and that the allowances therefor out of 
the rates are unlawful rebates paid for the traffic, and when per¬ 
formed by the line carriers are unlawful rebates, in service, paid for 
a like purpose. Although tariffs have been published since the 
hearing under which the immediate connections of the Philadelphia, 
Bethlehem & New England Railroad provide allowances to it, it is 
our understanding that they have been held in suspense account; 
several of the other plants and plant railways above mentioned are 
not receiving allowances, but, like the Bethlehem Steel Company and 
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its plant railway, are before us upon the record asserting their right 
to allowances so long as their competitors are enjoying such advan¬ 
tages. They have therefore been included in our findings. 

We come now to the consideration of the six incorporated indus¬ 
trial railways described by counsel in submitting the stipulation as 
regular railroads. Like all the others mentioned of record, they are 
operated by or directly in the interest of the industries by which they 
are owned, namely, the Union Railroad Company, Newburgh & South 
Shore Railroad Company, and the Lake Terminal Railroad Company, 
controlled by the Lnited States Steel Corporation or by one of its sub¬ 
sidiary companies, the Monongahela Connecting Railroad Company, 
controlled by the Jones & Lauglilin Steel Company, the South Buffalo 
Railway Company, controlled by the Lackawanna Steel Company, and 
the Baltimore & Sparrows Point Railioad Company, controlled by the 
Maryland Steel Company, a subsidiary of the Pennsylvania Steel Com¬ 
pany. 

In the appendix attached to this report we have described in detail 
each oi these six industrial roads; for our purpose here it will there¬ 
fore be necessary only to mention the main features in each case. 

LAKE TERMINAL RAILROAD. 

This is the property of the National Tube Company, which has a 
large plant at Lorain, in the state of Ohio, and is one of the constitu¬ 
ent members of the United States Steel Corporation. It is described 
at some length in the appendix to this report at pages 288 to 295. 
In presenting the stipulation, to which reference has been made, counsel 
classified it as a real railway. A careful examination of the record, 
however, reveals no substantial basis for differentiating it from the 
numerous other industrial roads that are defined on the stipulation as 
plant facilities and which we have found do not perform a service of 
transportation for which they may be compensated out of the rate. 
Its tracks are all located within the plant inclosure of the tube 
company. That industry covers a very considerable area and is 
of recent and modern construction. The location of its various 
departments and of the spur and switch tracks in and about the 
premises has been carefully planned, and it may be regarded as 
something of a model plant in the steel and iron 'ndustrv. By 
reference to the plat (appendix, p. 290) it will be seen that the tracks 
of the connecting trunk lines extend to the property line of the 
industry, the Baltimore & Ohio at the west end of the plant and 
the New York Central lines and the Wheeling & Lake Erie at its 
east end. At these points of connection the trunk lines have exten¬ 
sive yard tracks for storing cars for the use of the industry and for 
the interchange of cars with its plant railway. In size and general 
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character the plant resembles the plant described in General Electric 
Co. v. N. I . C. cb II. R. R. 11. Co., supra. In that case, however, the 
line carriers refused either to perform any service within the plant 
or to make any allowance to the industry for doing the work itself, 
and we sustained their attitude on the ground, as hereinbefore ex¬ 
plained, that their obligation of service ended at the interchange 
tracks. The tube company, on the other hand, for doing for itself 
with its plant railway precisely what the General Electric Company 
was and still is doing for itself at its own expense with its plant 
railway, has forced the line carriers to concede divisions to it out of 
their rates. The amount of this subsidy in 1911 is shown of record 
to have been about $372,000; this approximated the entire operating 
expense of the plant railway for that year, including the expense of 
the interworks switching. On the figures submitted of record, after 
taking from the gross allowances the expense assigned to the switch¬ 
ing service to and from the trunk lines, there was a profit to the indus¬ 
try ol over $65,000. r l his was almost sufficient to relieve the industry 
of the cost of the interworks service, which is conceded to be a manu¬ 
facturing expense, and in addition to leave it with a small net sur¬ 


plus. But this is not the only benefit to the industry arising from 
these relations between its plant railway and the line carriers. For 
the year 1911 it enjoyed a net profit of $39,000 in per diem reclaims, 
being the excess of the reclaims over the amount of the per diem 
charges actually paid by the plant railway on the cars of the line 
carriers. Just what amount of demurrage is avoided by the tube 
company, through the reclaim arrangement between its plant rail¬ 
way and the line carriers, is not disclosed of record but it must be 
substantial. The industry also has the advantage not enjoyed by 
the ordinary shipper, of being able, through its plant railway, to de¬ 
tain a car for four days before demurrage commences to run, and 
such demurrage as may then accrue it pays to its plant railway and 
therefore to itself. In other words, besides relieving the industry 
of the entire cost of operating its plant railway, these allowances and 
perquisites from the line carriers afford it a substantial return on its 


investment in that part of its plant equipment. 

The proof offered in support of the contention that this industrial 


line is entitled to allowances out of the rate and to these valuable 
perquisites and privileges, as for a service of transportation performed 
by it for the proprietary company and others, indicates that it has 
at the west end of the plant, near the rails of the Baltimore & Ohio, 
what is called a public-team track; at one or two other points there 
are similar sidings. These so-called public team tracks are within the 
plant fence and the gates giving access to them are guarded by watch¬ 
men in the employ ol the tube company. Some 50 or 60 shippers 
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with residences or places of business near the plant are shown to 
have used these siding. It is also claimed that the industrial 
road does some switching between the trunk lines. For the latter 
service its revenues for 1911 on its own showing amounted to but 
$94.50; for the same year its revenue.-. on all traffic claimed to be 
the traffic of outside interests amounted to hut $1,290.26. Most of • 
this traffic is in less-than-carload lots; but it is to be noted that no 



such shipments. Moreover, notwithstanding the claim that a service 
is performed for the general public, the showing of record for the 
year 1911 is that the outside traffic amounted to less than one-half 
of one per cent oi the total traffic handled. This can have been no 
inducement for constructing the plant railway nor can it be an in¬ 
ducement for continuing to maintain and operate it. The limited 
outside service to the public is volunteered by the plant railway and 
its proprietary industry for no other purpose than to give color to its 
claim of being a common carrier. 

The facts in reference to the ore handled by this industrial line 
are somewhat unusual. As indicated by the plat (appendix, p. 290), this 
plant is bounded on the north by the Black River, on the banks 
of which is a private dock belonging to the tube compan} 7 and 
operated by it under the name of the National dock. The tracks 
on the dock and leading to it are operated by the industrial railroad 
under what is referred to of record as an easement. A small quan¬ 
tity of ore has occasionally been brought in and unloaded on the dock 
by outside boats under cargo charters, but the ore was the ore of the 
steel corporation; and in general all the ore passing over the docks 
is brought there by the Pittsburgh Steamship Company, also a sub¬ 
sidiary of the United States Steel Corporation. Moreover, so much of 
the ore as is not consumed by the tube company is used at some other 
plant of the steel corporation. During the last calendar year nearly 
1,750,000 tons of ore unloaded on the dock were hauled thence 
through the plant by the plant railway to the interchange tracks and 
there turned over to the connecting trunk fines for carriage to various 
industries controlled by the steel corporation. The ore used by the 
tube company itself is hauled either directly to the furnaces or to 
the ore storage piles within the plant. This is admittedly a plant 
service. But wdien the ore is shipped out to other affiliated industries 
of the steel corporation it is hauled a distance of about four miles, 
over various tracks in the plant, to the trunk-line connections at 
the east end of the plant,, or for a distance of between four and one- 
half and five miles to the the Baltimore & Ohio at the west end of the 
plant; the delivery could be made to the Baltimore & Ohio by means 
of a haul of one and a half or two miles, and by a slight rearrangement 
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of tracks the haul would be reduced to a few hundred yards. But 
whether the ore is used by the tube company or is hauled to the trunk 
lines for carriage to other affiliated industries the cars must pass over 
the plant rails and by an indirect route through the plant. Although 
the Baltimore & Ohio has its own dock at Lorain, in the neighborhood 
of this plant, where the ore could be landed and carried thence to 
other mills, it nevertheless permits this plant facility to absorb 
a substantial portion of its earnings on the ore moving over its rails 
to interior points, as the price of its opportunity to participate in 
the movement at all. 

(living due weight to all the facts shown of record in behalf of this 
industrial road we find no basis for holding that it performs any 
service from, into, or within the plant of the tube company that may 
be said to be a service of transportation. On the contrary, all the 
service performed by it from, into, or within the plant is conclusively 
shown by the testimony to be purely a shipper’s service. The car¬ 
riage of the outbound traffic of the industry, as a service of trans¬ 
portation, begins at the interchange tracks where the inbound trans¬ 
portation service also ends. In conducting a service for the plant 
beyond that point, the tracks and locomotives of the industrial rail¬ 
way are but mere plant facilities and the expense of their operation is 
legitimately a manufacturing expense, which ought to be borne by the 
industry and may not lawfully or fairly be assumed by the carriers and 
through them cast upon the general public. The ore consumed by the 
tube company is delivered to it at its dock within the plant; from that 
point its further movement to its furnaces or to the ore piles is admit¬ 
tedly simply a plant operation. As to the ore that passes through 
the plant to the interchange tracks of the line carriers and is carried 
thence by the latter to other mills of the steel corporation or to inde¬ 
pendent mills, the situation is somewhat different; but here also we 
find on the testimony that the plant railway performs no service that 
may be said to be a service of transportation for which it may 
lawfully be compensated by the trunk lines out of the through rates. 
It is simply a service performed with the plant equipment of the tube 
company for which it may be paid by the shipper but not lawfully 
by the carriers out of their rates. To sanction an allowance out of the 
rate is to overlook the real meaning and essence of all these arrange¬ 
ments. The vessels by which the ore is brought to the dock and all 
the facilities by which it is handled thence into the possession of the 
connecting trunk lines, for carriage to other constituent mills of the 
steel corporation or to outside mills, are simply the private facilities 
and property of one dominating control and ownership. The ore is 
the property of the steel corporation through subsidiary companies 
owned by it. The vessels are also its property and are not subject 
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either to public use or to public control. Nor is it contended that the 
dock of the tube company is a public dock; on the contrary it is a 
part of the plant of the tube company and is inclosed and surrounded by 
the plant, the public being thereby excluded from access to it. The 
rails over which the ore is moved through the plant to the interchange 
tracks of the trunk lines just outside the plant boundary lines are not 
only a part of the necessary plant equipment of the tube company, as 
we have found upon the record, but are completely enveloped by the 
plant and thus securely protected against any demands by the public 
upon the plant railway for a service of transportation. All the rails 
that are or can be used for this service are within the plant. Under 
such circumstances to ask this Commission to hold that the Lake 
Terminal Kailroad performs, to, from, or within the plant, a service 
of transportation with respect to any movement over its rails, whether 
from the dock or to or from the trunk lines, is to ask us to sanction 
what, upon a just appreciation of the facts and a rational conception 
of the statute, can not be regarded as anything other than a device to 
evade the law in its fundamental principles, and to throw upon the 
general public, through the rates, a burden that is essentially a 
private burden. 

There remains for consideration the very slight outside traffic 
that is moved by this plant railway to and from the team tracks that 
have been mentioned. This amounted in 1011 to 455 cars out of a 
total of 165,740 cars handled by the Lake Terminal Railroad, or 
substantially less than one-half of one per cent. It has been our 
observation that nearly all the larger industiies that use rails and 
locomotives as an economy in their manufacturing processes are 
trying to find some basis for exacting tribute from the connecting 
line carriers in the foiin of allowances that will provide for the pay¬ 
ment of the greater part, if not the entire cost, of operating these 
plant facilities. Ordinarily the first step in that direction is to incor¬ 
porate a railroad company under the local law to operate the indus¬ 
trial rails. The next step is to seek some outside shipper to serve, 
so that there may be some color for the claim that the plant facility 
is serving the shipping public and is therefore a public carrier with 
respect to all its operations. If now, when all this has been arranged, 
the industry has a substantial traffic of its own to use as a means 
of compulsion, the carriers that roach it soon submit to its exac¬ 
tions and, through divisions or allowances out of their rates, assume 
the burden of operating the plant railway, giving to the industry, 
in addition, all the attendant perquisites in the way of per diem 
reclaims and the remission of the demurrage charges that less for¬ 
tunate shippers have to pay. The line carriers then turn to their 
general rate schedules, and by increasing other rates lay this bur- 
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den over upon other shippers. All these arrangements and efforts 
to serve a few outside shippers, who, as in this instance, are ordinarily 
already reasonably served by the line carriers, are mere devices 
intended only to afford color of a basis for the demands of the 
industries upon the line carriers for allowances and divisions out of 
the published rates, the result of which, as heretofore explained, is 
to throw their private burdens upon the general shipping public. 

There can be no misunderstanding in the common conscience as to 
the grave injustice and discriminations growing out of such practices 
and we can not admit that we are without power under the act to 
put an end to them. Upon all the facts shown of record we conclude 
and find that the Lake Terminal Railroad is simply a part of the 
plant equipment of the National Tube Company and performs no serv¬ 
ice of transportation for which it may justly or lawfully be compen¬ 
sated by the connecting line carriers out of the rate. The outside 
shippers who find it convenient to use the plant equipment of the 
tube company have no lawful basis for demanding that the line car¬ 
riers shall pay for the service out of their rates, nor may the latter 
lawfully practice undue and unjust discriminations and preferences 
in that form. 

BALTIMORE & SPARROWS POINT RAILROAD. 

The details as to this industrial line and its relation to the Maryland 
Steel Company are set forth at length on pages 356 to 362 of the 
appendix to this report. In its main feature it has some similarity 
to the Lake Terminal Railroad, which we have just discussed. The 
plant is located on the Patapsco River, on the banks of wliich, within 
what may be referred to as the plant inclosure, is a private dock 
belonging to the steel company. This is conceded of record not to be 
a public dock. The rails of the industrial line, which is incorporated 
under the railroad act of the state of Maryland, extend to within 
a few yards of the dock. Here, however, the interests of the so-called 
regular railway meet a powerful cross current in the shape of the 
interests of the controllingcompany, and its development as a railroad 
to serve the public is brought to a stop. A real railroad, with a policy 
of its own and armed with the power of the state to take private 
property and put it at the service of the public, would long ago have 
condemned tliis dock and made it a part of its public facilities. To 
reach navigable waters is inherently the policy of every real railroad 
with rails within striking distance of the water. But the record 
makes it entirely clear that this railroad, so called, has no policy of 
its own and that the interests controlling it have no intention of 
putting its facilities at the service of the public, except to the extent 
that may be necessary, in their judgment, to afford a sufficient basis 
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for claiming that it is a servant of the public and as such is entitled 
to draw upon the line carriers for the cost of its operation and for the 
extraordinary annual dividends paid upon its stock. The controlling 
industrial interests have therefore retained in the steel company the 
ownership and control of the dock and of the rails upon the dock. 
By these means the dock is kept in the position of being a private 
dock, and the public is thereby prevented, in connection with these 
important navigable waters, from making any demands upon the 
Baltimore & Sparrows Point Railroad for a service of transportation. 

The whole situation has been planned and devised with the same 
ingenuity that is characteristic more or less of all industrial roads 
of this kind that are built to serve a particular industry and have 
no desire or purpose to serve the public except to the extent deemed 
necessary to lay a foundation, through divisions out of the rates of 
the line carriers, for relieving the industries of the cost of their oper¬ 
ation and casting it upon the public. The plan worked out here 
is this: 

The Pennsylvania Steel Company of New Jersey is a mere holding 
company. It owns practically all the stock of the Pennsylvania 
Steel Company of Pennsylvania. The latter company operates a steel 
plant at Steelton in that state. The holding company also owns 
Jtlie Marjdand Steel Company here under consideration, as well as its 
plant railway, the Baltimore & Sparrows Point Railroad. The hold¬ 
ing company also owns the Spanish-American Iron Company, a West 
V irginia corporation, which operates iron mines in Cuba, from which 
both the Sparrows Point and the Steelton plants draw their chief 
ore supplies. The ore comes in by water to the private dock of the 
Maryland Steel Company, and during the year ending June 30, 1912, as 
much as 450,000 tons of it passed over the dock of the plant and 
over the plant railway to the line carriers and thence to the affiliated 
plant at Steelton. Both these plants and their plant equipment 
being owned in the same interest, they form part of one investment, 
and their policies are shaped in the interest of that investment, the 
use of the plant railroad, although in form a public servant, being 
substantially monopolized in the interest of the holding company 
and the subsidiary steel companies, and the public being excluded 
from the use of it, except nominally, as before explained. There 
is much other ore in Cuba, a large mining operation there being 
owned by or in the interest of the Betldehem Steel Company, a 
competitor of the Maryland Steel Company in the general markets 
for iron and steel products. The dock, however, being kept as a 
private dock, and the rails that approach and run over it being the 
private rails of the Maryland Steel Company, neither the Bethlehem 
Steel Company nor any other competitor is in a position to call upon 
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the Baltimore & Sparrows Point Railroad to serve it. Here, then, is 
what is called a regular railway, with one terminus completely sur¬ 
rounded by the plant and property of the proprietary company, or 
the company in the interest of which the industrial railroad is oper¬ 
ated, so that the public has no access to it, the private dock and the 
plant forming a complete barrier. 

The industry in the same way controls the whole community 
known as Sparrows Point. Its general property embraces the entire 
peninsula known as Sparrows Point and includes a town of about 
6,000 inhabitants, substantially all of whom are employees of the 
industry, or members of their families. All the land in the town and 
practically all the employees’ houses and other buildings are owned 
by the industry, which also conducts nearly if not all the mercantile 
and other establishments supplying the inhabitants with the neces¬ 
saries of life. The industry owns the electric-light plant, the water 
plant, and all other public utilities. It appoints and pays the police. 
Its control extends to every department of what under other cir¬ 
cumstances would be a municipal government. In precisely the 
same way, the Baltimore & Sparrows Point Railroad is controlled in 
the interest of the industry, one terminus being completely enveloped 
by the property of the industry, where the public can not call upon it, 
as of right, for a service of transportation. 

There has been some effort by the line carriers in this instance to 
limit the profit to the plant railway under the per diem arrangement 
by cutting down the reclaim period to three and one-half days. It 
was formerly four days, and it is stated of record that for the years 
1908 to 1912, inclusive, the profits from reclaims amounted in the 
aggregate to $20,000. The plant is on a demurrage basis, but, like 
other cases referred to in this proceeding, whatever demurrage is 
assessed against the industry is paid to the plant railway, owned and 
operated in its interest. 

The passenger train service between Sparrows Point and Baltimore 
is conducted by the Northern Central line of the Pennsylvania Rail¬ 
road over the tracks of the industrial line, and under an arrangement 
by which one-third of the passenger earnings to and from points on 
the industrial line are paid to the industrial line. The industry itself 
does all spotting within the plant and in this respect it differs from 
the National Tube Company. Its industrial road differs also from 
the plant road of the latter industry in that between the plant and 
its connections with the lines of the Baltimore & Ohio and the Penn¬ 
sylvania railroads it hauls the traffic of the industry for a distance 
of four or five miles. Between the plant entrance and its connec¬ 
tion with the line carriers there are a few small independent shippers. 

But out of the total freight traffic handled during the year 1912, only 
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5.51 per cent is claimed on the record to have been the traffic of out¬ 
side interests not affiliated with the Maryland Steel Company, its plant 
railroad, or the holding company by which both are controlled and 
owned. 

The question in this case, then, is whether an industrial railroad, 
which through incorporation or otherwise has been given the form 
and appearance of being a common carrier but which is so controlled 
in the interest of the industry as to prevent any real demand upon it 
by the general public, is entitled to such a status, with all the valuable 
privileges and exemptions to the industries arising therefrom, simply 
because there is a small outside traffic which it can move and does move 
and on the basis of which it claims to be a real servant of the general 
public? We answer this question in the negative. On all the facts 
of record we conclude and find that the Baltimore & Sparrows Point 
Railroad performs no service of transportation for which it may law¬ 
fully be compensated out of the rate by the connecting line carriers; 
that it is not in fact a bona fide common carrier entitled to divisions 
out of the line rates, but has been incorporated as such as a mere 
device for securing unlawful advantages for the industry; that it is a 
private facility performing a shipper’s service for the steel company 
with which it is affiliated; and that undue and unlawful discriminations 
and preferences arise out of the allowances now being paid to it by 
the line carriers. 

While we rest our conclusions and findings in all these cases upon 
evidence showing that these plant railways are necessary facilities 
in the respective industries and that their services to, from, and 
within the plants are properly an industrial service which the indus¬ 
tries must perform for themselves and at their own cost, nevertheless, 
even if it were conceded that they are common carriers engaged in 
transportation as defined by the act and entitled to through routes 
over their lines, a grave question would arise under that provision 
of the statute known as the commodities clause. These plant 
facilities were constructed and are completely owned and controlled 
by or in the interest of the respective plants of which they are a part; 
the circumstances attending their construction and ownership, to¬ 
gether with the facts pertaining to the traffic they claim to originate, 
and in fact handle, the way their use and usefulness to others is 
hedged about, and the manner in which they are managed and con¬ 
trolled, show conclusive’y that their construction, maintenance, and 
operation constitute them in fact as mere departments or divisions 
of the proprietary plant. Some of them are actually so conducted. 
Their organization in other cases and the forms adopted for conduct¬ 
ing their activities constitute a mere device to cover up their actual 
function and real relation to their respective industries, to create an 
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impression that they are independent organizations, and to give color 
of legality for the unlawful advantages enjoyed through them by the 
industries. As we understand the decisions in cases involving the 
commodities clause, and especially the expressions of the court of 
last resort in a recently decided case, United States v. B. & 0. R. R. 
Co., 231 U. S., 274, these facts may be considered and the Commis¬ 
sion may withhold its sanction of any rates or charges based upon 
the theory that these plant railways are common carriers where the 
trallic transported is owned in fact by the parties transporting it. 
These observations become especially pertinent when considering the 
Baltimore & Sparrows Point Railroad, because of the fact that the 
Pennsylvania Company, together with the Philadelphia & Reading, 
own 98 per cent of the common or controlling stock of the Pennsyl¬ 
vania Steel Company of New Jersey by which, as heretofore stated, the 
Maryland Steel Company and the Baltimore & Sparrows Point Rail¬ 
road are owned. Although several different incorporated companies 
intervene, in effect and in real substance the Pennsylvania lines and 
the Philadelphia & Reading, in conducting these operations, are mov¬ 
ing traffic of their own and are, therefore, in violation of the spirit if 
not the letter of the commodities clause in claiming for the Baltimore 
& Sparrows Point the status of a common carrier and sharing their 
through rates with it. As we understand the case just cited, this 
objection to such relations is equally applicable under the law to all 
the industries shown on the record as operating plant railways as 
common carriers. 

NEWBURGH & SOUTH SHORE RAILWAY. 

This is another of the six industrial roads classed by counsel on argu¬ 
ment and in submitting the stipulation, to which reference has been 
made, as a real railway. We find on the record, however, no grounds 
for permitting the line carriers to deal with it on any such basis; on 
the contrary, from the facts shown of record we find it to be simply 
a plant facility. The full details of its relations to the American Steel 
& Wire Company, by which it is owned, and of its traffic and reve¬ 
nues will be found in the appendix at pages 295 to 301. 

The wire company is one of the constituent members of the steel 
corporation. It has several plants located in different parts of the 
country, of which the largest is at Cleveland, in the state of Ohio. 
This is the plant served by the Newburgh & South Shore. It 
is an aggregate of several plants that were formerly owned and 
separately operated by other interests. When the separately owned 
industries were so acquired by the wire company, each of them 
had its separate plant railway, with ample rail facilities and connec¬ 
tions with the fine carriers for leceiving its raw material inbound 
291. C. C. 
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and shipping outbound its manufactured products. For some time 
after the separate industries were brought under one control and 
ownership and were being operated by the wire company as a unit 
the transfer of material between the several plants continued to be 
performed by the two line carriers having connections with the plant 
tracks. But later the Newburgh & South Shore Railway was incor¬ 
porated and took over the operation of the rails and locomotives of 
the several plants. New tracks were also laid to connect the plant 
railways up with each other. This was done for the admitted pur¬ 
pose of affording more convenient facilities for the industrial opera¬ 
tions of the united plants. Theretofore they had not been so connected 
and there was no necessity for any connection between them; they 
were, in fact, more or less competitors in the general markets for steel 
and iron product*, or, in any event, they stood at arm’s length of one 
another. But after they had been united under one control and 
ownership it was found desirable, in the interest of economy in that 
control and ownership, to unite the several industries together for 
industrial purposes by having their plant railways also connected. 
This was accomplished through the incorporated industrial railroad. 

The plant road does not formally own the several plant tracks, but 
operates them under a lease from the wire company. At the time of 
the hearing the only consideration passing from the industrial railway 
to the industry for the use of the extensive tracks owned by the latter 
was the agreement on the part of the former to bear the cost of main¬ 
taining the plant tracks. In other words, the capital of the industry, 
invested in that form, was put at the service of the industrial railroad 
without other compensation; but even that consideration is a paper 
transaction in view of the identity in ownership of both the industry 
and the industrial railroad. 

In the vicinity of the two plants of the wire company at Cleveland 
and Newburgh, now operated as a unit, the line carriers maintain ex¬ 
tensive interchange tracks. At convenient points the industrial rail¬ 
road has established two large distributing yards, known as the Seneca 
street yard and the Marceline avenue yard, for the classification of cars 
received from or about to be delivered to the line carriers. The Marce¬ 
line avenue yard was originally low marshy ground such as steel plants 
must necessarily have as a dumping place for slag and other waste 
products, and the present yard of the industrial road at that point is 
built on a slag pile. Both yards are simply assorting and switching 
yards for the industry, where the plant railway so drills the inbound 
trains as to permit it to deliver the raw material at the furnaces and 
other mills of the steel and wire company in accordance with their 
industrial requirements. The same classification of cars was for¬ 
merly done within the several plant inclosures until the industrial 
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development became so great as to require additional room for that 
work. This, however, is clearly a part of the industrial processes 
of the company, and is not transportation. 

There are only two outside industries of importance that may be 
served by the Newburgh & South Shore, namely, the Corrigan- 
McKinney Company and the Cleveland Furnace Company, each of 
which has its own plant railroad. At this time neither of these con¬ 
cerns contributes any traffic to the Newburgh & South Shore, each 
having made arrangements with the line carriers for allowances. It 
is stated of record that there are some other shippers with small 
traffic who use this industrial railroad, but they are located in the 
immediate vicinity of the rails of the line carriers and have ample 
shipping facilities without the intervention of the Newburgh A South 
Shore. Altogether the revenue of the latter from outside sources 
during the year 1911 was only about 3 per cent of its total freight 
revenues. Moreover, it has no facilities for handling less than car¬ 
load freight, nor has it any public team tracks. It issues no way¬ 
bills or bills of lading. Billing of that kind is issued only by .the 
line carriers when they receive the traffic on their own rails. There 
is a passenger service, but the record shows that about 90 per cent 
of the passengers carried by the industrial railroad are employees of 
the wire company, this being its method of assembling its working 
force and keeping them in service. 

From all the facts shown of record we conclude and find that the 
Newburgh & South Shore Railway Company is simply a plant facil¬ 
ity of the American Steel & Wire Company and performs no service 
of transportation for which it may lawfully and without undue dis¬ 
crimination be compensated by the connecting line carriers out of 
their rates. 

« 

MONONGAHELA CONNECTING RAILROAD. 

This road is owned by the Jones & Laughlin Steel Company, a 
great independent industry with an extensive plant located on either 
side of the Monongahela River, within the corporate limits of 
the city of Pittsburgh. The plant as a whole covers a large territory, 
and embraces a number of departments for the production and 
manufacture of iron and steel products, including blast furnaces, 
coke ovens, and mills, with necessary storage room for raw materials 
and manufactured products. It is needless to say, as the whole 
record demonstrates, that the widely separated departments of a 
plant of this magnitude can not be operated economically, if at all, 
without the facilities afforded by a plant railway; and it is clearly 
shown of record that the Monongahela Connecting is operated 
entirely in the interest of the industry, and entirely for the purpose of 

affording it the necessary facilities for the quick movement of mate- 
29 I. c. C. 


250 


INTERSTATE COMMERCE COMMISSION REPORTS. 


rials into the plant, and between its various departments, in the 
quantities and at the times required by the manufacturing processes of 
the industry, for promptly removing the ashes, slag, and other waste 
products that quickly accumulate in large quantity, and for efficiently 
and quickly gathering up its manufactured products and delivering 
them to the line carriers for movement to the markets. The coke 
ovens and furnaces are on the north side of the river, while the 
steel mills and other departments are on the south side of the 
river. All the metal used in the south side works must be transported 
in a molten state from the furnaces on the north side. There is also 
a continuous movement of other materials between the mills on either 
side of the river. It is apparent, therefore, that it would be difficult, 
if not impossible, to carry on the large industrial operations of the 
company without all the track facilities afforded by the industrial 
railroad. There are said to be some independent shippers served 
by it, the largest of which are the two plants of the National Tube 
Company, each of which has plant tracks operated by its own power, 
the Monongahela Connecting performing the switching between the 
interchange tracks at each plant and the tracks of the lino carriers; 
but its service for this outside interest is merely incidental to its 
service for the Jones & Laughlin Steel Company. 

The claim is advanced that this industrial line was constructed in 
order to give the trunk lines on one side of the river access to the 
other side and vice versa, and to give them a connection with each 
other, and that it is therefore a public convenience and a public 
necessity. It appears of record, however, that no interchange move¬ 
ment has been made between any of these line carriers over its rails. 
While contending that it was built to serve the public, and that it 
had at one time a substantial outside traffic, its special counsel on 
the argument, in reply to a question from the bench, was com¬ 
pelled to admit that at this time only three per cent of its traffic 
is for outside, interests. A glance at the plat accompanying the 
more detailed description to be found in the appendix hereto, at 
pages 320 to 329, will show this industrial railroad to be nothing more 
than a series of switch and spur tracks, all of which are vitally neces¬ 
sary for the economic operation of the furnaces and mills of the 
company that owns it, and all of which enter into and are a neces¬ 
sary part of its industrial operations. 

As is characteristic of all these so-called railroads, this industrial 
line has no policy as a railroad and has shown no purpose or plan to 
develop into a real facility for the public. When it was extended in 
1888 along the north bank of the river toward the west, it stopped at 
the Soho furnaces, which were acquired at about that time by the 
proprietary steel company. This extension of the plant railway was 
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necessitated by the extension of the plant itself, and was not brought 
to a completion in any sense for the benefit of the public. The 
extension toward the east, on the north side of the river, was made 
in order to reach some low lands, owned by the same interests, and 
which have since been largely filled and brought up to grade w T ith the 
refuse and waste products from the company furnaces, this, as we 
have shown, being one of the industrial necessities of steel and iron 
mills and furnaces. Is this then a real railway, as defined in the 
stipulation, or is it a mere plant facility? Shall this large industry 
bear its own proper burdens or, because its plant facility railroad, 
controlled and made to shape its course and policy wholly in the 
interest of the industry, is able, as an incident to its plant service, 
to pick up a very small amount of traffic from outsiders, shall 
we hold it to be a common carrier and thereby lift that burden from 
the industry, turn this part of its plant equipment into a source of 
large profit, and impose the burden on the general shipping public ? 

As in the case of the Lake Terminal and the Newburgh & South 
Shore, there is no basis of record for holding that this industrial rail¬ 
road performs any service from, into, or within the plant of the steel 
company which may be said to be a service of transportation. The 
service of switching cars between the interchange tracks of the vari¬ 
ous line carriers and the points of loading or unloading at or within 
the various departments of the plant is conclusively shown by the tes¬ 
timony to be purely a shipper’s service. The whole policy, purpose, 
equipment, and service of the industrial line are completely bound up 
with and limited by the policy and requirements of the industry that 
owns it, and its purely incidental service for others is carried on, 
not for the profit flowing from it, or with the plan of further devel¬ 
oping a service for the public, but because it affords color of legality 
for the extraordinary financial benefits enjoyed by the industry 
through this device. On the argument counsel for the company 
stated that one of the characteristic sights of Pittsburgh in the early 
days of the iron and steel industry was the long lines of trained 
horses slowly dragging heavy pieces of manufactured iron and steel 
through the streets from these mills to the receiving stations of the 
line carriers. Horses and v^agons were also used to haul the raw 
materials from the stations of the line carriers to the mills and fur¬ 
naces. This is precisely the service that is now performed for the 
Jones A Laughlin Steel Company by its industrial railroad. It is 
simply a different and more economic means of doing the same thing. 
But, like the horses and vehicles previously employed, it is a plant 
facility; and the question for decision here is vdiether the burden 
of its operation may be lifted from the industry and imposed upon 
the line carriers and then cast, through the rates, upon the general ship- 

29 I. C. C. 




252 


INTERSTATE COMMERCE COMMISSION REPORTS. 


ping public, because it is incorporated as a railroad and has a slight 
outside traffic. From all the facts of record we answer this question 
in the negative. We conclude and find from the testimony that the 
Monongahela Connecting Railroad performs no service of transpor¬ 
tation for which it may justly and lawfully be compensated by the 
connecting line carriers out of their rates. The outside shippers 
who use the plant equipment of the Jones & Laughlin Steel Company 
to serve their purposes are not entitled to have the line carriers bear 
the burden of the expense out of their rates. 

Before leaving this industrial road it may be well here to mention a 
fact of history in the steel and iron industry developed of record, 
namely, that it was the predecessor of the Jones & Laughlin Steel 
Company that originated, in place of the old-time rebate, the ingenious 
substitute of allowances to plant railways. This was done in 1885, 
while the need of legislation for the regulation of interstate carriers 
was already a matter of public discussion and of debates in Congress. 
The contract for allowances entered into in 1886 between the Monon¬ 
gahela Connecting Railroad and one of the trunk lines was more or less 
a secret and for several years puzzled and confused the iron and steel 
industry in that district. When its terms were fully understood, 
other line carriers commenced to make allowances of one kind and 
another, not only to this plant but to others. From that beginning 
the practice has spread, partly to hold the traffic in some cases, and 
in others because of the necessities of competition, and partly to avoid 
charges of discrimination, until it has reached its present proportions 
and has become a public question. 

THE UNION RAILROAD. 

This is the largest of all the plant railways described on the record 
before us. Its history and the extent and the scope of its operations 
are summarized in the appendix hereto at pages 332 to 349. It is the 
property of the Carnegie Steel Company, the most important of the 
subsidiaries of the steel corporation. 

One of the witnesses, testifying in support of its present allowances 
and other advantageous arrangements with its trunk line connections, 
boastfully said at the hearing that the annual tonnage of the Union 
Railroad exceeds that of the Union Pacific and the Missouri Pacific 
combined. This statement, coupled with the fact that its services 
for outside shippers for the year 1911 aggregated only 2.49 per cent 
of its total tonnage and yielded only 3.30 per cent of its total reve¬ 
nues, shows at once how necessary it is as a part of the plant equip¬ 
ment of the Carnegie Steel Company and how completely its activities 
are absorbed by the requirements of that industry. 
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It was constructed in 1895 for the avowed purpose of connecting 
three separate plants of the proprietary company. Each of these plants 
at that time had its own plant rails and each then leased its outside 
tracks to the Union Railroad. The result was that the line carriers 
thereafter could gain access to the combined plant only over the tracks 
of the Union Railroad. Later when the Carnegie company acquired 
the ownership of the Carrie furnace, then one of its competitors, and still 
later built a mill for the manufacture of axles, the rails of the Union 
Railroad were extended to these new properties. There were sub¬ 
sequent additions that will presently be mentioned; but the record 
shows not only that all the tracks of this industrial line, as originally 
built, are necessary and actually used in order to transport material 
in the course of manufacture from one of these affiliated plants to 
another, but that no plants or industries are reached by its rails, as 
originally laid out, other than those of the Carnegie Steel Company 
and the American Steel & Wire Company, another subsidiary of the 
steel corporation. Not only is this the case, but because of the topog¬ 
raphy of the valley there is no room for any outside industries on its 
original rails. The Carnegie plants lie on either side of the Monon- 
gahela River in a pocket in the hills, and the company has so occupied 
the banks of the river with its mills and furnaces and with the tracks 
that connect them together as to leave no room for outside interests. 
The industrial railroad, therefore, has no opportunity over these rails 
either to serve outside interests or the general public. The only 
exceptions to this general statement are a retail coal yard near the 
Homestead plant and a waterworks plant, both of which, as we under¬ 
stand the situation, are already reasonably served by the line carriers. 

The river has boon one of the dumping grounds of the Carnegie 
Steel Company, and for approximately eight miles along its banks 
the rails connecting these plants rest upon a slag wall, varying from 
20 to 40 feet in depth and built up out of the waste products of the 
mills of the company. As we have heretofore said, many producers 
of pig iron are put to a substantial industrial expense in disposing 
of the waste products of their mills and furnaces, but to the Carnegie 
Steel Company, through its ownership and capitalization of its plant 
railway and the enjoyment by the latter of divisions out of the rates 
of the line carriers, the slag pile has become a source of great profit. 

The immense scope of tlie manufacturing operations of theCarnegie 
Steel Company at this point is shown by the fact that the industry is 
made up of five branches that were formerly separately owned, all of 
which are now connected with each other bv the tracks of the Union 
Railroad, and are operated as a unit and as one industry, each 
department or branch of which, to a greater or less extent, as the 
record shows, is dependent upon the other. The mere fact that 
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these departments are somewhat more distant from one another 
than in some of the other cases before us is no ground, in our 
judgment, for according the Carnegie Steel Company any results 
that are denied to its competitors. The record shows that, it 
is one industrial operation with a plant railway joining its 
various departments together. As in other cases, the plant railway 
is used for the removal of the slag and other waste products of 
all these departments to the dumping grounds of the industry. By 
the same means the hot metal from the furnaces on the north side of 
the river is distributed to the various departments on the south side 
of the river and the bridges at Rankin and Port Perry are each 
equipped with protected tracks for this purpose. There is also a con¬ 
stant and necessary movement of material between the several depart¬ 
ments or plants, such as hot metal, billets, pig iron, etc, to serve the 
processes of manufacture. The tracks leading from the Duquesne 
works of the steel company, at one end of the line, to the Howard Axle 
works of the steel company, at the other end, are constantly used, 
and shown of record to be necessary, for the movement of material 
between the departments on the south side of the river; and these 
five departments or plants, as the record shows, could not be oper¬ 
ated as they are now without the tracks of the Union Railroad. 

All the track facilities of the Union Railroad are constructed and 
located for the convenience and economy of serving the manufac¬ 
turing operations of the steel company. Its superintendent testified 
that the plants of the steed company located on the Union Railroad 
could not be operated as a unit without all its present tracks. On 
cross-examination this statement was somewhat qualified, and it was 
contended that the steel company’s operations at this point ought to 
be considered as two units; but he admitted that the operations of the 
steel company as a whole could not be carried on without using all 
the tracks of the Union Railroad. From all the evidence and testi¬ 
mony adduced with respect to this situation we conclude and find that, 
whatever may have been the conditions before all these plants were 
consolidated into the Carnegie Steel Company, there can be no question 
that all its operations in this pocket in the hills, heretofore described, 
are an industrial unit and are conducted as such with the Union Rail¬ 
road as a plant facility. The so-called Monongahela Southern branch 
was acquired and extended mainly to make available, for many years 
to come, a convenient dumping ground for the waste material from 
all the furnaces and mills of the Carnegie company at this point, 
and the branch to North Bessemer is a necessary convenience for 
the movement of slag from the furnaces to the large cement plant 
of the steel corporation at Universal. 

So far as the rails and tracks above mentioned are concerned we 
conclude and find upon the evidence that they are plant facilities, 
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and that no service over these rails, whether for any of the several 
departments of the Carnegie company or for others, is a service of 
transportation for which the Union Railroad may be compensated 
out of the rate of the line carriers. That service involves simply the 
use of what is the plant equipment of the Carnegie Steel Company. In 
this connection there are some features in this case, described at length 
in the appendix, that may well be mentioned at this point. The rails 



of the Pennsylvania not only extend through the Homestead works, 
but they adjoin the plant property of the Howard Axle works, the 
Duquesne mills, and the Edgar Thomson works of the Carnegie com¬ 
pany. The tracks of the Pittsburgh & Lake Erie extend to the prop¬ 
erty line of the axle works, the Carrie furnace, the Edgar Thomson 
works, and the plants of the American Steel & Wire Company. That 
line originally passed directly through the Edgar Thomson plant, 
291 . 0 . a . _ . 
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but the right of way was relocated and the tracks removed to a point 
outside the works. The Baltimore & Ohio also reaches the Carrie 
furnace and the wire plant, and its tracks pass directly through the 
center of the Edgar Thomson works. 

The two branch lines of the Union Railroad, however, need special 
consideration, and for convenience the plat appearing at page 333 of 
the appendix, which is not drawn to scale but is sufficiently accurate 
for these purposes, is reproduced on the preceding page. 

Erom North Bessemer to the bridge south of East Pittsburgh the 
Union Railroad has trackage rights over rails that belong to the 
Bessemer & Lake Eric Railroad. The latter line extends to Conneaut 
Harbor on Lake Erie, a distance of about 160 miles, and also belongs 
in its entirety to the Carnegie Steel Company. The docks at Con¬ 
neaut and the vessels that bring the ore to tlie docks are the property 
of the steel corporation, as is also the ore which forms their cargoes. 
In other words, tho vessels, the ore, the docks, the rails, and the equip¬ 
ment are equitably and beneficially the property of the steel corpora¬ 
tion, this being also true of the mills and furnaces to which the ore is 
destined. Under such circumstances it makes but little difference in 
the residts and consequences how the charges set up for the service 
are divided among the various component parts of the general invest¬ 
ment. Nevertheless, the Bessemer & Lake Erie is operated as a 
common carrier and doubtless is justly entitled to be so considered, 
notwithstanding the fact that its tonnage is destined largely to the 
various plants of the steel corporation. The right of the Union 
- Railroad to have divisions out of the rates must therefore be determined. 

Just why the rails of the Bessemer & Lake Erie from North 
Bessemer to the bridge near East Pittsburgh have been leased to the 
Union Railroad is not satisfactorily explained of record. Except for 
this trackage right over those rails the Union Railroad, with respect to 
the large ore tonnage destined to these plants, would practically have 
no haul outside the combined plant. The controlling interests were 
doubtless not unmindful of this and of the need of some color for the 
claim that the Union Railroad performs a service of transportation, 
and there is a fair basis for the inference that this was the under¬ 
lying purpose in making these arrangements between the industrial 
line and the Bessemer & Lake Erie. Without such a haul by the 
Union Railroad the Bessemer & Lake Erie would deliver all this 
traffic practically within the Edgar Thompson works, and that would 
sweep away even the appearance of the legality which the industry 
now asserts for allowances to its industrial railroad and for the very 
valuable results flowing to the industry from its per diem reclaims 
upon the trunk lines and the practical elimination of demurrage as a 
transportation charge against the industry. 
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At the point called Universal, on this leased line, the steel corpora¬ 
tion has an immense cement plant, which, as heretofore stated, 
utilizes the slag of the Carnegie mills. The cement company, by 
contract, has the right to run special trains to the cement plant 
for the exclusive use of its employees, but the Union Railroad con¬ 
ducts no general passenger traffic over these rails, that being done 
by the Bessemer & Take Trie. There are two or three independent 
coal mines on these rails, one of which, as we understand, is no 
longer in operation, and the others will soon be worked out. But 
this traffic is wholly incidental to the service ol the industrial road 
for the industry that owns it. The record, we think, makes it 
entirely clear that the Union Railroad has not solicited outside 
traffic, and has at no time shaped its policy so as to encourage 
outside traffic or to put its facilities at the service of the general 
public, except to the extent that the controlling interests find 
helpful in giving it the color of being a servant of the general 
public. Carefully weighing the whole testimony we find no basis of 
record for the contention that the Union Railroad Company per¬ 
forms a service of transportation for the Carnegie company or its 
affiliated plant between North Bessemer and its own plant. On the 
contrary, we hold it to be entirely a plant facility which the pro¬ 
prietary interests use for their own benefit and convenient e in their 
manufacturing operations, and the burden of which they alone law¬ 
fully may bear. 

It is contended that the other branch of this industrial line, extend¬ 
ing toward the south to a connection with the West Side Belt at 
Mifflin Junction, performs a carrier service in that it forms a link 
between the Wabash-Pittsburgh Terminal and the Bessemer & Lake 
Erie; but the record shows that the principal dumping grounds for 
slag and other waste from these furnaces and mills are located on this 
branch. There is on these rails a concern that manufactures slag 
products, utilizing for the purpose the slag of the Carnegie mills. There 
are also several coal mines. Iheir traffic, however, is almost negligible, 
and their output is used by the Union Railroad and the Carnegie 
mills. The service of this branch is confined very largely to the 
interchange of cars between the line carriers, including the Bessemer 
& Lake Erie. During the year 1911 about 36,000 cars are shown to 
have been handled by the Union Railroad between the connecting 
lines. This is said to have been 3.89 per cent of its total tonnage and 
to have yielded it 5.50 per cent of its total revenues. More than 
10,000 of these cars, however, contained ore of the steel corporation 
landed from its boats at Conneaut Harbor upon the docks of the steel 
corporation and carried over the rails of the Bessemer & Lake Erie 
to North Bessemer, thence, under trackage rights over the latter s 
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rails, moved by the Union Railroad to Mifflin Junction, and thence 
delivered by the W est Side Belt to the Clairton Steel Company, 
another constituent member of the steel corporation operated by the 
Carnegie Steel Company, where it was handled into the plant by the 
St. Clair Terminal Railroad, a mere plant facility, as w r e have found 
in the foregoing pages, but which nevertheless enjoys a large allowance 
out of the rate. 

It is interesting to note from the record that out of the through rate 
of 96 cents a ton on ore, formerly in effect from shipside at Conneaut 
to the Clairton plant, the dock company received 2 cents per ton, the 
Bessemer & Lake Erie 45.2 cents, the Union Railroad 17 cents, and the 
St. Clair Terminal 16.8 cents, leaving for the West Side Belt, which is 
the only facility in the through movement not belonging to the steel cor¬ 
poration, earnings of 15 cents per ton. By a subsequent order of the 
Commission the 96-cent rate has now r been reduced to 88 cents, but 
the divisions of it are not show n of record. Some coal is received by 
the Lnion Railroad at Mifflin Junction for movement northbound to 
points on the Bessemer & Lake Erie, mostly destined to Conneaut 
Harbor for lake ports. This is altogether outside traffic. It is our 
understanding also that arrangements are being made to extend the 
Montour Railroad of the Pittsburgh Coal Company to Miffl in Junc¬ 
tion, or to some other point on the Union Railroad. The plan under¬ 
lying these arrangements is to fix through coal rates on a basis that 
w'ill be an inducement to the coal company to use that route to the 
lake ports, and thus give the Bessemer & Lake Erie Railroad a loading 
for its northbound empty ore cars. As to this traffic we think it 
may fairly be said that a service of transportation is performed for 
which the Union Railroad is entitled to receive compensation out of 
the through rates. It is manifest, however, that to prevent dis¬ 
criminations and unlawful results we must reserve control over its 
divisions, and for that purpose this part of the record will remain 
before us for further examination and for a definite order. 

Over this last-mentioned part of the rails of the Union Railroad, 
knowui as its Mifflin branch, very little steel-company traffic moves 
except coal; but, as we have just explained, a substantial volume of 
ore of the steel corporation does move over it to its subsidiary mills 
at Clairton. Originally this branch was acquired largely to open up 
to the industry a new dumping ground for its w^aste products, and 
it is still used for this purpose. It w'as finally connected up w r ith the 
West Side Belt, largely for the purpose of securing the outside traffic 
just mentioned. 

SOUTH BUFFALO RAILWAY. 

The South Buffalo Railway Company, the last of the six indus¬ 
trial lines mentioned on the stipulation and spoken of by counsel as 
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real railways, is entirely owned by the Lackawanna Steel Company, 
which operates a large plant in the vicinity of Buffalo, in the state of 
New York. The conditions disclosed in this case, as stated from the 
record at pages 363 to 371 of the appendix hereto, differ in no important 
particulars from the conditions surrounding any other of the industrial 
railroads examined in this proceeding. 

The Lackawanna Steel Company is an old enterprise, and its plant 
was originally located at Scranton, in the state of Pennsylvania. 
At that plant the industry operated its own rails in and about the 
plant and received no allowances out of the line rate. Some years 
ago, however, the entire industry was moved to a point now called 
Lackawanna, then a few miles south but now adjoining the enlarged 
corporate limits of Buffalo. Here the company has one of the 
most modern iron and steel plants that has come under our obser¬ 
vation. That point was selected because it is an ideal location 
for a great steel industry. Besides being relatively cheap property 
at the time of its purchase, it is on the lake shore, where the ores 
of the northwest moving over the lakes may be landed directly at 
the plant docks. The lands are also low, and this gives the industry, 
right at the doors of its mills and furnaces, a dumping ground for 
its waste products. In addition to the advantages of the property 
for such an enterprise, the state of New York has made to the 
company an extensive grant of submerged lands in front ot the 
shore occupied by the industry. The result of this is to provide, 
for years to come and at a minimum expense, a place for the dis¬ 
position of the refuse and waste of the mills; at the same time the 
company in making that use of the property is building up 
to grade an extensive area of land of large value to the industry, 
and which will enable it, without additional expenditures for land, 
to expand to greater proportions as its business grows. One of the 
functions of its plant railway is to do this work, and this, as the 
record shows, can be done so economically in no,other way. 

The property is well located also with respect to the establish¬ 
ment of the advantageous relations between plant railways and the 
line carriers, the legality of which is here under consideration. As 
we have seen, the trunk lines formerly ran immediately through 
many of these plants, and that necessitated the removal and reloca¬ 
tion of their rails outside the plants in order, among other things, 
to give free scope to the development of this device for paying allow¬ 
ances and according to those industries the other privileges and ben¬ 
efits hereinbefore described. This property, however, had not been 
traversed by the trunk lines, although the rails of several important 
carriers reach its immediate vicinity. The industry therefore had an 
unobstructed opportunity to extend its plant railway to the tracks 
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of the line carriers. That was the course pursued. Although the 
plant is within three-quarters of a mile of (he main track of the Lake 
Shore Railroad, and the inbound and outbound traffic of the industry 
is heavy enough to have yielded that company enormous returns for the 
slight cost of extending a spur track to the industry, this was not done. 
The rails of the Pennsylvania and other lines are also within a mile or 
less of the property, and those companies too would gladly have run 
their rails to the plant. But, as we have seen, this is not desired in the 
iron and steel industry. What they want, and what the influence 
of their immense traffic compels the line carriers to agree to, is an 
opportunity to make a profit on their own traffic by extending their 
plant rails to the trunk lines. In this manner, rails that are essen¬ 
tially a part of the plant equipment, and a necessary plant facility, 
are "given the appearance of being something more than a plant 
railway; and under such color of legality this industry has ventured 
to receive and, under the influence of its large traffic, has compelled 
the line carriers to accord to its plant railway advantages and 
privileges which have lifted from the industry a large part of the 
cost of operating this part of its plant equipment, and turned 
that part of its industrial investment into a source of profit to the 
industry at the expense of the line carrier and, in ultimate analysis, 
at the expense of the general shipping public. 

In support of these privileges and benefits of great value thus en¬ 
joyed by the industry it is contended that its industrial railway, 
the South Buffalo, stands in a class by itself. The weight of its rails, 
its ballast and roadbed, and the general character of its construction 
are referred to as tending to show it to be a public carrier, and in 
those respects the evidence shows that it is practically on a par with 
the line carriers with which it connects. This is equally true, how¬ 
ever, of the tracks of several other of the industrial railways herein 
found to be mere plant facilities. Attention is also called to an 
expensive viaduct by means of which the industrial road crosses the 
highway. There are several other features that are emphasized as a 
basis for the claim that it performs a service of transportation. Its 
passenger traffic, wholly wanting in nearly every other case be¬ 
fore us, is one of the matters to which its counsel directs our special 
attention. The road has two passenger cars which it commenced to 
run twice a day in each direction, once in the morning and again in 
the evening, while the plant was under construction. The record 
shows that there was no other way by which the workmen could get 
back and forth daily to and from their work. It also shows that the 
electric street car line can not be depended upon by employees of the 
plant, now living in Buffalo, for reaching the plant promptly in the 

morning. It was for this reason that the steel company, after the 
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plant was opened for operation, continued to run its passenger 
coaches twice daily to and from Buffalo. But to do this it has 
arranged trackage rights for its plant railway over the rails of the 
Delaware, Lackawanna & Western for three miles into its passenger 
station. These iron and steel mills employ thousands of men—in this 
instance they number about 5,000—and there is nothing of more urgent 
necessity in the successful conduct of their mills than that those who 
labor in them shall report promptly in the morning for their daily 
duties. A subsidiary company of the steel corporation, as we have 
seen,hires daily trains for this purpose; this company has its own plant 
railway do the work. But in each case it is essentially the same thing 
an industrial necessity—and the two companies have adopted prac¬ 
tically the same means for meeting this industrial problem. In its 
efforts to house its employees near its works the steel company has 
built two industrial villages, the north village having 492 houses and 
the south village 123 houses, all belonging to the proprietary steel 
company. But many of its employees prefer to live in Buffalo, and 
the company, in its own interest and to meet its own industrial 
necessities, has provided this so-called passenger service for them 
over its own plant railway. 

How meager and slender a basis the alleged passenger traffic is for 
the claim that the plant railway is a common carrier is strikingly 
shown from the fact that out of its total revenues of nearly $700,000 
for the year 1911, the so-called passenger service, including all the 
nonemployee passengers that the plant railway may have carried, 
returned a gross revenue during that year of only $1,713.95. Ihe 
gateman at the plant sells tickets, and for that duty he is paid b\ the 
industrial road. The train carries neither mail nor express; and, as 
before stated, it moves for three miles over the industrial road and 
then under trackage rights to the passenger station of the Delaware, 
Lackawanna & Western. 

In this case, as in several others, the ore consumed by the steel 
companv is landed from lake vessels directly upon its own plant dock, 
to which the rails of the industry, leased to the plant radway, extend. 
The dock is not a public facility of the South Buffalo Railroad Com¬ 
pany, but is the private property of the industry. Although some 
ore has been landed there and carried by the industrial road through 
the plant for movement to other mills, this can only be done with 
the consent of the steel company. It is not a service that either a 
consignor or a consignee of ore may demand as of right, either of the 
industrial company or of its industrial railroad. Ihe shipping 
public has no right of access to the dock and, therefore, has no 
opportunity to demand a service of that kind of the plant railway. 
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The inability of the shipping public to reach and demand a service 
of transportation at the hands of this industrial road is practically 
no less complete here than it is at other plants described on this rec¬ 
ord. This is well illustrated in the case of traffic handled over its own 
rails in connection with a line movement upon the Pennsylvania. 
Within the plant the industrial railroad operates 47.32 miles of track 
which it leases from the industry and not one foot of which is owned 
by it. Between the points where it leads from the plant and the 
two interchange points with the Pennsylvania it has a haul over its own 
rails of only 1,750 feet in one case and 2,000 feet in the other; in the 
case of traffic to and from the Lake Shore the haul is slightly longer. 
Not a single outside interest appears to be served by it between the 
plant and the Pennsylvania interchange tracks; and this appears to 
be equally true as to the slightly longer haul to the Lake Shore 
interchange point. In other words, 47 miles of the rails that may be 
used in that traffic are inclosed within the plant of the steel company 
where they may serve only the steel company’s interests and where 
the general shipping public has no access to them and can make no 
demand upon the plant railway for a service of transportation. 
Since the original hearing we are advised that a small brick station 
has been built, but this station is within the plant property and 
is surrounded by a plant fence. Access to it by shippers can be 
had only through the plant gate. Practically the entire body of the 
so-called real railway is completely enveloped and inclosed by the 
private property of the steel company, and it emerges from the plant 
to reach the rails of the Pennsylvania and the Lake Shore for purely 
plant purposes and practically without any public at hand to serve. 

It is contended that the outside traffic of the plant railway approxi¬ 
mates 23 per cent of its whole tonnage, but this claim is not sustained 
by the record. Of the total tonnage handled by the industrial rail¬ 
road for the year 1911, only 12.66 per cent was for outside interests, 
and this produced only 11.28 per cent of the total revenue. 

The Buffalo & Susquehanna Kailway Company has no terminals 
of its own in Buffalo, although it has ample access to that point over 
the rails of the line carriers. For reasons not disclosed of record it 
largely uses this plant railway, instead of the more direct rails of 
the trunk lines of that city, to swdtch its cars into the public termi¬ 
nals. There is a reciprocal arrangement between the two lines, 
under which each uses a part of the tracks of the other; and all 
interchange of traffic between the Buffalo & Susquehanna and the 
other line carriers is effected under that trackage arrangement. 
The cars are moved by the power of the South Buffalo. This service 
does not enter into the traffic statistics or operating revenue accounts 
of South Buffalo, but is treated by it as rentals or expenses of joint 
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facilities. It will be noted that the service is not a service rendered 
by it either to consignors or consignees; its facilities are used by 
the Buffalo & Susquehanna simply as the means for interchanging 
the latter’s traffic with other line carriers.. Moreover, in performing 
that service for the Buffalo & Susquehanna the South Buffalo takes 
the traffic directly through the plant of the steel company for a dis¬ 
tance of nearly two miles. 

Some independent traffic is handled by this industrial line to and 
from the Rogers-Brown mills, just north of the plant of the steel 
company. But those mills have their own plant tracks, which are 
directly connected with the rails of the Pennsylvania, thus affording 
that industry all necessary transportation facilities. When the traffic 
is handled by the South Buffalo it also must ordinarily pass for nearly 
two miles directly through the plant of the Lackawanna Steel Com¬ 
pany and over rails that are within its fence lines. 

Whatever plans the industry may have for the development of 
this industrial road, upon all the evidence and testimony of record 
with respect to it we conclude and find that it performs no service of 
transportation from, to, or within the plant of the Lackawanna Steel 
Company for which it may justly be compensated out of the rate of 
the line carriers. We find it to hold the same relation to that 
industry that we have herein found other plant railways hold to 
their respective proprietary plants, namely, it is simply a part of the 
equipment of the plant, constructed for plant purposes, and wholly 
so used except for a small outside service that it is able to perform 
as an incident to its service to the proprietary plant. We further 
conclude and find from the evidence that the allowances it receives 
from the line carriers out of the rates are unduly preferential and 
constitute an unlawful concession from the rate, and that the outside 
interests wffio use this plant equipment for their own purposes may 
not lawfully look to the line carriers to bear the burden out of their 
published rates. 

The Rogers-Brown Company, as heretofore mentioned, is reached 
by the lines of the Pennsylvania. Several other plants that are here 
claimed to be outside shippers are immediately adjacent to the rails 
of the line carriers and would be immediately on their rails except 
for the fact that the South Buffalo intervenes between them. Two 
of these industries are on the rails of the Buffalo & Susquehanna 
and can be reached by the South Buffalo only under the trackage 
arrangements between the two lines heretofore mentioned. The 
materials used by those companies and by all the other so-called 
outside shippers, except the Rogers-Brown Company, are largely the 
products of the mills of the Lackawanna Steel Company. There 
are only eight or ten such shippers and they have located their plant* 
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on land bought or leased from the Stony Point Land Company. 
There was some difficulty in eliciting the facts in respect to the history 
and purpose of that organization; it finally developed, however, that 
it was formed originally as a preliminary step in the removal of the 
Lackawanna Steel Company from Scranton to its present location; 
that the land company purchased all the lands now occupied by the 
industry, as well as that lying between the plant and the main lines 
of the Pennsylvania, Lake Shore, and other carriers; that every 
stockholder in the land company was also a stockholder in the steel 
company, although many stockholders in the latter had no interest 
in the former. r lhe tracks of the South Buffalo have been drawn 
ar )und the south end of these lands and then run north immediately 
adjacent and parallel to the rails of the Pennsylvania and other line 
carriers; in this way they intervene between the rails of the line carriers 
and these outside plants. The latter have been located on the out¬ 
skirts of the steel company’s plant, from which, as stated, they draw 
their supplies, probably for convenience and economy and to avoid 
freight charges on their materials. The short switching movement 
to them from the steel plant takes the place of cartage and is simply 
another use made by the plant of its plant railway in its own interest. 
This distribution of its own products over its own plant railway to a 
few' industries located on the very coat tails, so to speak, of its own 
plant can not fairly be regarded as a service of transportation by a 
public carrier. 

What this industry desires and now' receives, through the device of 
incorporating its plant facility and claiming for it the status of a 
common carrier, is not an opportunity to serve the general public 
but an opportunity to make a profit out of the rates of the line 
carriers, on its own traffic, and thus have the burden of the cost of 
t his part of its plant equipment largely lifted from its own shoulders 
and borne by others. Nothing is more alluring to a large industry 
than an opportunity to put itself in such a position of advantage with 
respect to its own traffic, with the very valuable per diem privileges 
and demurrage exemptions that attend it. But the time has come 
for drawing the line sharply between what is in fact a public service 
and what is in fact a purely private and selfish service, although con¬ 
ducted under conditions devised to give it another color and appear¬ 
ance. 

FURNACE ALLOWANCES. 

The last of the four different forms mentioned in the opening 
paragraph of this report in which the line carriers make contribu¬ 
tions to iron and steel industries is through the so-called furnace 
allowances. At the time of the hearing these allowances were $2.25 
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a car on ore, $1.75 on coke, and $1.60 on limestone. The allow¬ 
ances are referred to repeatedly on the record as rate adjustments, 
but the meaning of this phrase as used by the witnesses is not satis¬ 
factorily explained. It is also said that the allowances are partly 
rate adjustments and are partly made for service performed. But a 
majority of the witnesses said they were paid in order to equalize 
conditions at the various blast furnaces so that the assembling cost 
of materials that go into a ton of pig iron would be the same at all 
iron and steel industries. This is the explanation that has been 
made in other proceedings before us; and this view is supported by 
the rather significant fact that the allowances now usually accorded 
to these industries are precisely the allowances originally arranged 
for in the contract hitherto mentioned between the Monongahela 
Connecting Railway and the Pittsburgh & Lake Erie. If, however, 
it is the real purpose of the line carriers through such allowances to 
put the industries on a parity so far as the cost of manufacture is con¬ 
cerned, it necessarily follows that they have undertaken in this 
manner to regulate competition as between these industries. This 
is not a duty devolving upon common carriers, nor do we understand 
it to be a lawful procedure. Moreover, if that is the intent and 
purpose of a furnace allowance it is not really carried out, for there 
is a striking diversity of practice with respect to the allowances made 
to the various iron and steel industries or to their plant railways that 
are described on the record before us. Allowances in the amounts 
above mentioned are made to only five of these industries, and no 
allowance whatever is made in the case of nine other industries that 
manufacture iron and steel. In the case of seven of the plant railways 
mentioned of record 10 cents a ton is paid on inbound material and 15 
cents a ton on outbound manufactured products; in another case, 
allowances of 10 cents on all material, both inbound and outbound. 
In two cases the allowance is from $2 to $2.50 per car on both the 
inbound and outbound movement and in another case it is $2 a car 
on inbound traffic and $4 on outbound cars. At three of the indus¬ 
tries there is no allowance, but all switching service between the 
interchange point and the points of loading and unloading within 
the plant is performed by the line carriers without charge. Regard¬ 
less of the form and the extent of these allowances the fact remains, 
and is clearly established of record, that they grew out of the com¬ 
petition of the carriers for the traffic, and whatever their original 
purpose their present result in effect is a contribution by the line 
carriers that relieves the industry of what is essentially a part of 
the cost of manufacture. The whole practice results in undue 
preferences and unlawful discriminations, and the allowances them¬ 
selves we find to be unlawful on general grounds. 
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GENERAL OBSERVATIONS. 

A full understanding of these matters, resulting from a careful 
examination of the record, impresses us with the inherent unlawfulness 
of this relation between large industries and the line carriers, built 
up upon the fiction that their plant railroads are servants of the 
shipping public, and therefore perform a service of transportation 
for the proprietary industries for which they may be compensated 
by the line carriers out of the rates. The practice has grown step 
by step until, by reason of the immense drain upon the revenues of 
the line carriers, it has now become a burden of substantial propor¬ 
tions upon the general shipping public. The primary purpose of the 
act to regulate commerce, as the courts have often said, was to strike 
down undue preference and favoritism, and a large part of our labors 
is devoted to complaints of that nature. The cost to the line carriers 
of these contributions by them in money and services, per diem 
reclaims, and demurrage exemptions, to the few favored shippers 
shown on this record does not appear. It has been estimated at not 
less than SI5,000,000 a year, and this we regard as conservative. 

As we have just indicated, these practices were not suddenly devised 
in their present form but are more or less the result of a process of 
development. The traffic of these industries is so enormous as to 
make it a facile instrument for forcing concessions out of the line car¬ 
riers; and when one line has yielded to these influences, the others 
ser\ mg the same industry must necessarily pay the same price or lose 
their share of the tonnage offered for carriage by the industry. In 
that manner the practice has spread from industry to industry; and 
the varying forms by which it is surrounded and under which it is 
conducted at the different plants are simply a cloak and device to 
give it the color of legality. It was admitted of record by counsel for 
many of the more important of these iron and steel companies that 
the trunk lines would be entirely within their legal rights if they aban¬ 
doned the allowances now being paid to some industries and aban¬ 
doned the services now being performed without charge for other 
industries. What we decide upon the testimony adduced is that 
these practices are unlawful in themselves because they are rebates, 
in fact and in effect, and also give undue and unreasonable prefer¬ 
ences and advantages to the industries so favored and work undue 
and unreasonable prejudice and disadvantage to shippers in the same 
business who do not receive any such allowances or rebates and who 
do not receive the benefit of any such services. And we hold further 
upon the record that the form in which these plant facilities are 
organized and operated is an unlawful device adopted by the indus¬ 
tries for the purpose of securing rebates from the published rates and 
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rebates in service and other undue and unreasonable advantages for¬ 
bidden by law. 

As we have heretofore stated, these matters were voluntarily 
brought to our attention by a joint committee of the trunk lines and 
the steel corporation and were submitted for our consideration on the 
understanding that the conclusions reached would be accepted both 
by the carriers and by the industries. Under these circumstances it 
seems to be unnecessary at this time to enter an order; we assume 
that the trunk lines and the industries will at once adjust their prac¬ 
tices in conformity herewith. We are warranted also in assuming 
that there will be no effort, through trackage rights and similar 
devices, to continue in another form the relations which we here 
declare to be unlawful. It may be well to add that all questions that 
may arise or be suggested under section 15 of the act are reserved for 
consideration upon the request of the parties in interest. 
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Description of the Physical and Financial Affairs of the Sev¬ 
eral Separate Industrial Lines Appearing on the Record. 

LUCY furnace. 

The Lucy furnace, owned and operated by the Carnegie Steel 
Company, is located in the city of Pittsburgh and has a system of 
yard tracks and sidings in and around the plant which connect 
with the Pennsylvania Railroad. The entire service of switching 
cars between the point of interchange with the trunk line and the 
point of placement within the plant is performed by the industry 
with its own power. The distance covered by this service is about 
1,480 feet, of which 840 feet is over the tracks of the trunk line, 
leaving a haul of but 640 feet in length over the industrial rail¬ 
road. It is stated that there are some switching movements 
slightly longer where the outbound loaded cars are weighed twice 
on different scales, which involves a total movement of 3,060 feet 
over the tracks of the industrial railroad and 840 feet over the tracks 
of the carrier to the point of delivery. For the year ending June 30, 
1911, there were 17,208 loaded cars interchanged with the Pennsyl¬ 
vania, of which 11,611 were inbound and 5,597 outbound. 

The industry receives allowances from the Pennsylvania of $2.25 
per car on ore, $1.75 on coke, and $1.60 on limestone inbound, but 
receives no allowances on outbound traffic. The cars are interchanged 
with the trunk line under the demurrage rule. 

For the year ending June 30, 1911, the total revenue was $21,- 
596.20, but the operating expenses exceeded this amount by $9,197.24. 
It is admitted of record that all the switching service could be satis¬ 
factorily performed by the trunk line if it would give the same 
efficient service. The railroad tracks are not incorporated, but are 
operated as a bureau of the industry. 

PITTSBURGH STEEL COMPANY. 

This company operates two plants at Monessen, Pa., one of which 
is an open-hearth steel plant located on the banks of the Monongahela 
River and the other a wire mill adjacent to the steel plant. The steel 
company has a system of tracks in and around the two plants aggre¬ 
gating 10.50 miles in length, which it operates with 4 locomotives; it 
has 5 steel gondola cars, in addition to which is leases 30 steel gon- 
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dola cars from the Pittsburgh & Lake Erie at a rental of 50 cents pei 
day for each car. The only trunk line connection is the Pittsburgh 
& Lake Erie. 

The total value of the rails, equipment, and other property used 
as a plant railway, exclusive of the land, is stated at $150,000. The 
two plants are connected by a subway under the Pittsburgh & Lake 
Erie tracks, which, including the bridges at both ends, is stated to 
have cost $110,000. 

The general character of service performed is the switching of 
empty and loaded cars between the point of placement within the 
plant and the connection with the Pittsburgh & Lake Erie, an approx¬ 
imate distance of one-eighth of a mile; but it is stated that the trunk 
line w r ill make direct delivery and do the spotting if requested. All 
internal switching for both plants is performed by the steel company 
with its own power. 

Comparatively little raw” material moves in to the wire mill, but 
the trunk line performs practically all spotting of cars for loading at 
that plant. The Pittsburgh & Lake Erie has track connection with 
both plants, and before the construction of the subway the transfer of 
billets and ingots from the open hearth plant to the wire mill was 
made by the trunk line over its own track, for wdiich service it origi¬ 
nally charged 20 cents per ton. This charge was later reduced to 
10 cents per ton, and again to $3 per car. Since January 1,1910, the 
steel company has performed all this switching for itself, except when 
its motive power has been out of commission, in which case the trunk 
line then performs the work over its own track, making no use of 
the steel company’s tracks or subw^ay. The approximate tonnage 
of the two plants averages 600,000 tons of inbound raw material per 
year, from which it produces 400,000 tons of billets and ingots, 90 
per cent of which is consumed in the wire mill, the remaining 10 per 
cent being shipped to various markets. The outbound shipments 
from the wire mill approximate 300,000 tons per year. For the 
period from January 21, 1911, to December 1, 1911, 18,509 loaded 
cars were received at the plant and 15,650 loaded cars were shipped 
out. 

The steel company receives no allowances or divisions of rates 
from the trunk line. An application for allowances was made to the 
Pittsburgh & Lake Erie, but it was denied. The request for allow¬ 
ances on limestone and coke was refused on the stated ground that 
these allowances were made only to blast furnaces, no terminal allow¬ 
ances being made to open-hearth furnaces. 

Cars are interchanged with the trunk line under the so-called aver¬ 
age agreement. It is stated that the demurrage assessed against the 
industry from May 1, 1911, to December 1, 1911, aggregated $9,917. 
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Of this amount the shipper of the inbound material was charged 
$2,880 on account of inferior material shipped in and the steel com¬ 
pany paid the balance, $7,037. 

The slag from the open-hearth furnace is utilized by the steel com¬ 
pany for enlarging its property by filling in the river bank to the 
established harbor line. Clean ashes and other refuse material are 
taken out by the Pittsburgh & Lake Erie without charge, but refuse 
such as brickbats and excavated materials charged for at tariff rates. 

At the time of the hearing these railroad tracks were operated as a 
bureau of the industry; subsequent to the hearing the Monessen 
Southwestern Railway Company was incorporated by the industrial 
company and took over a part of the tracks; this new line has filed a 
tariff with the Commission under which allowances are to be paid by 
the Pittsburgh & Lake Erie to the industrial railroad of $2.25 per car 
on ore, $1.75 on coke and $1.60 on limestone, inbound. No allow¬ 
ances are to be paid on outbound traffic. 

BETHLEHEM STEEL COMPANY. 

Here we have an example of an industry of great magnitude that 
maintains a substantially built and well-equipped plant railway which 
it operates as a department of the industry. It is frankly admitted 
to be necessary in the economical operation of the plant and from 
the beginning it has been used and considered by the company simply 
as a plant facility. The steel company has had the benefit of no 
allowances or divisions out of the rates of the trunk lines that serve 
its works; and the cost of operating its plant railway, like the cost 
of other facilities used in its manufacturing processes, has entered 
into and been regarded as a part of the general manufacturing cost 
of the company. The case is one of special and peculiar interest not 
only by reason of the extent of its industrial railroad and its equip¬ 
ment in cars and locomotives but because the plant railway is in the 
process of transition; from being a plant facility without any allow¬ 
ances out of the published rate it is about to enter the class of so-called 
industrial carriers. In other words, the Bethlehem Steel Company 
has now organized a railroad company under the state laws, and it 
proposes, after having assigned its plant tracks and equipment to 
this company, to claim divisions out of the trunk line rates on the 
theory, advanced by other steel companies in justification of the 
divisions received through their industrial railroads, that the plant 
railway through its incorporation becomes a public carrier and its 
service for the steel company a service of transportation. In view of 
the pendency of this proceeding these plans have not yet been con¬ 
summated, but are held in abeyance until the questions before us here 
are disposed of by the Commission. 
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It is well to add that the Bethlehem Steel Company has not hereto¬ 
fore incorporated an industrial railroad company to do this work for 
it because it has regarded that course as a mere device for accom¬ 
plishing what in principle is unlawiul. This is frankly stated of 
record. It has now caused such a company to be incorporated and 
is prepared to turn over to it all the company’s plant tracks and 
equipment in order to be in a position to claim divisions out of the 
rates; it has arranged to change its policy in that respect only be¬ 
cause the company is in strong competition with other great steel 
companies and feels the necessity for the future of enjoying any 
advantage out of the rates of the trunk lines that other steel com¬ 
panies have had and hope to continue to have through these means. 

The Bethlehem Steel Company operates at South Bethlehem, in 
the state of Pennsylvania, a modern steel plant,'which is said to be 
the largest individual plant in this country. It consists of blast 
furnaces, open-hearth furnaces, rolling and structural mills, foundries, 
machine shops, and various other departments for the production 
of steel and steel products. The furnaces have a capacity for pro¬ 
ducing about one million tons of iron and steel annually, and the 
other departments have an output of about 1,700,000 tons of finished 
product annually. The various buildings and facilities cover about 

530 acres, and the plant employs about 9,500 men when running to its 
full normal capacity. 

In aid of its industrial operations the steel companv maintains 
and operates 49.95 miles of standard-gauge tracks connecting the 
various buildings with each other and with the tracks of the Lehigh 
Valley and Philadelphia & Reading railroads, which adjoin the 
property line of the plant. It has 20 standard-gauge locomotives 
and 349 standard-gauge cars. With the exception of a special gun 
car and an occasional locomotive leased to one of the trunk lines, 
none of the equipment goes off the tracks of the steel company. In 
addition to the standard-gauge tracks there are 8.32 miles of narrow- 
gauge tracks, 15 narrow-gauge locomotives, and 247 narrow-gauge cars 
used exclusively for handling material between the different depart¬ 
ments of the plant. There is a third rail on certain of the standard- 
gauge tracks, which extends the narrow-gauge system 5.25 miles, 
making a total available trackage for that service of 13.57 miles! 
The tracks of the steel company have direct connections with the 
tracks of the Philadelphia & Reading and the Lehigh Valley rail¬ 
roads and an indirect connection with the Central Railroad of New 
Jersey by a switching arrangement between that line and the Phila¬ 
delphia & Reading. The tracks of both the Lehigh Valley and Phila¬ 
delphia & Reading parallel the plant property and immediately adjoin 

it. The Lehigh Valley delivery yard at the east end of the plant is 
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at the foot of a hill. At the top of the hill is the steel company’s 
receiving yard. All service in the movement of cars between the 
two yards is performed by the Lehigh Valley engines. The cost of 
the railroad facilities is not stated on the record, but the engineer 
who testified for the steel company stated the value of the standard- 
gauge system, on the basis of the cost of reproduction, at SI,818,609 
for the tracks and $210,980 for the equipment, a total of $2,029,589; 
with the inclusion of the narrow-gauge tracks and equipment the 
total value of these facilities was said to be $2,769,520. 

The railroad facilities of the steel company include interchange 
tracks at the trunk line junctions, classification and storage yards 
at various parts of the plant, with a capacity for the storage or 
standing of an aggregate of 925 cars. There is a shipping yard with 
an area of 16 acres, entirely covered with overhead cranes, which • 
makes it possible to move material from one part of the yard to an¬ 
other for assembling at the loading points without the use of railroad 
facilities; there is also a device for simplifying the handling of out¬ 
bound freight, which reduces the actual movement by rail. In this 
yard there is an aggregation of tracks and sidings for the placing of 
cars for outbound loading. 

In addition to the service of handling material between the various 
departments of the plant and the removal of the slag, ashes, and 
other waste material to the dumping grounds the steel company with 
its own power switches the cars of inbound coal, coke, ore, limestone, 
and other material from the point where they are received from the 
delivering trunk line to the various parts of the plant where the 
material is to be used or stored; it also switches the cars of outbound 
manufactured product from the shipping yard, or directly from the 
loading point at the mill, to the point of delivery to the trunk lines. 
The distance covered by these movements varies from 900 feet to 
6,000 feet. There is an arrangement with the connecting trunk lines, 
which is more or less customary in this territory, known as the 
reciprocal delivery or interchange arrangement, under which the 
steel company’s power goes into the trunk line yards and the trunk line 
power goes into the steel company’s yards, as may be convenient at 
the time; but the general practice in this case is that the inbound 
loads are delivered by the trunk lines at the steel company’s yards and 
the outbound loads are delivered by the steel company into the trunk 
line vards. 

Unlike the conditions prevailing in the majority of cases, the blast 
furnaces at the Bethlehem steel plant do not require exactitude of 
service in respect of the coke, ore, and limestone supplies. The bins 
at the blastfurnaces from which the coke is served to the furnaces have 
a capacity sullicient to run the furnaces for 10 or 12 hours; the ore 
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and limestone are handled by independent mechanical arrangement, 
and are not dependent on railroad service. The difference in this 
regard between the Bethlehem plant and other plants is due to the 
excellence of its blast-furnace equipment and arrangements. No 
special service is necessary in connection with the cast house, except 
that cars must be at hand when needed. 

The total traffic interchanged with connecting trunk lines and 
handled by the motive power of the steel company for the year 1911 
was 98,761 loaded cars, weighing 3,214,219 tons, and 112,755 empty 
cars. In addition there were 8,529 carloads of inbound coal, or 
337,546 tons, handled by the power of the Lehigh Valley direct to the 
pumping plant, situated on the north side of the Lehigh Valley tracks, 
near the river. These cars were not handled by the locomotives of the 
steel company, but were switched and placed for unloading by the 
Lehigh Valley without additional charge. On this tonnage the 
Bethlehem Steel Company, as heretofore stated, receives no ter¬ 
minal allowances whatever from the trunk lines. If an allowance of 10 
cents per ton had been made on the 2,013,111 tons of inbound traffic 
for the year 1909, it would have yielded the steel company a revenue of 
$201,311.10. The outbound traffic during the same year amounted 
to 480,891 tons. A 15-cent allowance on that tonnage would have 
yielded the steel company $72,133.65. This would have made a total 
income for the year 1909 on all its inbound and outbound traffic of 
$273,444.75. Applying the same allowances to the inbound and out¬ 
bound tonnage for the years 1910 and 1911, the gross revenue for 1910 
would be $299,412.35, and for 1911, $347,136.80, a grand total for the 
three years of $919,993.90. It is stated that if the allowances had 
been made to the Bethlehem Steel Company that are made to the 
industrial railroads serving iron and steel industries in the Pittsburgh 
district of 10 cents per ton on inbound raw material and 15 cents per 
ton dn outbound manufactured product it would have amounted in 
the aggregate to 65.07 cents per ton of finished products shipped out 
by the Bethlehem Steel Company during the three years and, in effect, 
would have reduced the cost of manufacture to that extent. 

At the time of the enlargement of the plant in 1906 there was a 
tentative understanding between the steel company and the connect¬ 
ing trunk lines to the effect that the plant would be placed and kept 
upon a basis of relative equality, as to freight rates and other railroad 
matters, with the steel industries in Pittsburgh, Buffalo, Cleveland, 
and other districts; it was agreed, among other things, that the rail¬ 
road tracks of the steel company would be assigned to an incorporated 
company, but the arrangement failed of consummation because of 
eerttfin rulings of this Commission relative to the allowances to indus¬ 
trial railroads. In furtherance of the plan, however, the steel com- 
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pany on April 12, 1910, incorporated the Philadelphia, Bethlehem & 
New England Railroad, with the ultimate intention of turning over 
all the tracks of the steel company to the new corporation. This has 
not been done, but the new corporation built a line from the con¬ 
nection with the Bethlehem Steel Company’s tracks at the west end 
of the plant to the plant of the Lehigh Coke Company, now in course 
of construction, a total trackage of 3.44 miles. 

The steel company has no interest in this coke plant, although the 
ground on which it stands was purchased from the steel company. The 
coke company will supply practically all the coke required at the steel 
plant, but the steel company will supply the coal for producing the coke. 
The coke company therefore bears substantially the same relation to 
the steel company that the Solvay plants do at other steel works, and 
to the same extent it is a facility of the steel company and results in 
material economy of manufacture. For switching the cars between 
their junctions and the coke plant the trunk lines have agreed to make 
an allowance to the incorporated road of $2.50 per car, subject to cer¬ 
tain limitations of revenue and weight. The coke plant, when com¬ 
pleted and in operation, will have a capacity for 4,000 tons of outbound 
product daily and will require 5,000 tons of inbound material daily, a 
total movement of about 3,000,000 tons a year. It is stated that if 
the Philadelphia, Bethlehem & New England Railroad should take 
over the operation of the terminal tracks of the Bethlehem Steel Com¬ 
pany and perform all service for both the steel company and the coke 
company, the business incidental to the coke plant would be 50 per 
cent of the whole; this, however, includes the movement of the in¬ 
bound coal supplied by the steel company and also the movement of 
the coke from the coke plant to the furnaces of the steel company. 

It is interesting to note that a witness for the Lehigh Valley Rail¬ 
road testified that he knew no reason why the interchange service 
performed by the power of the Bethlehem Steel Company could not be 
performed equally well by the Lehigh Valley for the steel company; 
but it was stated by the principal witness for the steel company that 
the connecting trunk lines had been requested to perform the switch¬ 
ing service themselves or to put the steel company on a parity with 
other steel industries served by their own industrial railroads; this 
request was conditioned upon the railroad operations within the 
plant being placed under the control of a single directing head both as 
to the internal work and the interchange switching. 

In this case it is frankly conceded that the railroad facilities owned 
by the industry are a part of the equipment necessary for the 
economical operation of the plant, these facilities providing the 
means for prompt distribution of material and supplies to the various 
parts of the plant. It is also stated on the record that many other 
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labor-saving devices are employed for the prompt loading and un¬ 
loading of cars and the transfer of material between the different parts 
of the plant, ail tending to reduce the cost of production. The record 
makes it entirely clear that a plant railway, both narrow gauge and 
standard gauge, is now regarded as a part of the necessary plant 
equipment of steel works, blast furnaces, and other industries 
operated on an extensive scale. 

CAMBRIA STEEL COMPANY. 

In this case the conditions are similar in many particulars to those 
existing at the Bethlehem Steel Company’s plant and described in 
the preceding pages. The only substantial difference between the 
two plants is that this industry receives allowances from the con¬ 
necting trunk lines on inbound ore, coke, and limestone, while in 
the case of the Bethlehem Steel Company no allowances are received. 

The Cambria Steel Company has a capital stock of $50,000,000. Of 
the $45,000,000 issued and outstanding the Pennsylvania Company 
and the Philadelphia & Reading Railway own $22,504,100. The 
plant is at Johnstown, Pa., and covers an area of approximately 392 
acres. The various departments consist of 8 blast furnaces, 4 besse- 
mer converters, 25 open-hearth furnaces, 4 blooming and slab mills, 
10 rail, structural plate, and billet mills, 14 merchant bar mills, 1 
wire-rod mill, 2 locomotive and car-axle departments, 1 steel-car 
shop, 1 bridge structural shop, 1 bolt and nut plant, 2 splice-bar 
plants, 5 shops for finished-steel product, 7 shops for finished-wire 
product, 10 shops for construction and repair work, and 372 by¬ 
product coke ovens. At the time of the hearing the plant employed 
about 17,000 men. As a facility for its manufacturing operations 
the steel company has 94.26 miles of standard-gauge track consisting 
of about 500 sidings in and around the various departments of its 
plant for the placement of cars. 

The equipment consists of 35 standard-gauge locomotives and 
1,089 standard-gauge cars. This equipment is used exclusively in 
the plant service and does not go upon the tracks of the trunk line. 
The railroad system of the steel company was incorporated Decem¬ 
ber 5, 1900, as the Cambria Terminal Railway Company and under 
this name was operated until May 15, 1906, when the railroad corpo¬ 
ration was dissolved through court proceedings and the property, real 
estate, right of way, and all assets of the railway company were sold 
and conveyed back to the steel company. It is not clear on the record 
whether or not the tracks were incorporated for the specific purpose 
. of obtaining right of way through condemnation proceedings, but the 
railroad company did exercise its right of eminent domain in two 
instances in which proceedings were instituted to obtain about 11 
29 1 , c. c. 
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acres of right of way. It is stated that the operation of the 
railroad during the period of its incorporation did not vary in 
any essential respects with the method of operation as a depart¬ 
ment of tlie steel company. In addition to the standard-mu,ee 
tracks, the steel company owns and maintains a system of about 13 
miles ol narrow-gauge tracks, which it uses exclusively for the move¬ 
ment ol material between the various departments of the plant In 
the operation of these tracks it has 27 narrow-gauge locomotives and 
400 narrow-gauge care. The witness stated that about 400 of the 
employees ol the steel company are engaged in the maintenance of 
equipment and tracks and in the service of the railroad department 
In a statement filed of record the value of the standard-gaime rail¬ 
road property.is stated to be $2,068,777.80, of which $1,787"]27.80 
i> assign! d to i ight of u ay, tracks, bridges, and buildings and $881 6.50 
to equipment. The trunk line connections are the Baltimore & Ohio 
ami the Pennsylvania railroads. The tracks of the Pennsylvania 
parallel and approach the plant at several points, but the tracks of 
the Baltimore A Ohio do not extend to the plant, being reached by 

the extension of the industrial tracks to an interchange point in the 
immediate vicinity of the plant. 

It is stated of record that the steel company does not hold itself 
out as a common carrier, but it is admitted that it formerly served 
certain individuals at its own discretion. This outside service so 
far as it related to interstate traflic, was discontinued about 10 d’avs 
previous to the hearing. In 1911 the outside traffic amounted to 
1,-1 cars, • rom which a revenue of $6,105 was derived This 
service was performed for \i. L. Williams & Company, Penn 
Traffic Company, Citizens Light, Heat & Power Company, Cambria 

W rt , W C L ° mpa " y ’ B T U ManufactUrin S Company, Johnstown 
Uatei Woiks, and a number of smaller concerns, in none of which the 

steel company has any interest or affiliation. For switching their 
raffle the steel company made a charge of $5 per car on certain 
cars of which $2.o0 per car was absorbed by the Pennsylvania 
the balance being paid by the shipper or consignee. The arrange¬ 
ment under which the Pennsylvania absorbed a part of the switching 
charges was also discontinued about 10 days before the hearing 

of which nVo7, r 10,0 tl 'T T 3 \° tal ° f 232 ’ 691 cnrs handled, 
of winch in, -Cl were inbound and 121,420 outbound. Of the 

inbound cars 92,031 were loaded and 19,240 were empty cars Of 

the outbound 47,071 were loaded and 74,349 were empty cars. For 

the year 1911 a total of 178,954 cars were handled, of which 88 613 

were inbound and 90,341 outbound. Of the inbound cars 65 001 

cai* were loaded and 23,613 were empty cars. Of the outbound 

44,895 were loaded cars and 45,446 were empty cars. Of these 
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totals, 193,159 cars in 1910 and 135,757 in 1911 were interchanged 
with the Pennsylvania, and 39,532 cars in 1910 and 43,197 in 1911 
woie interchanged with the Baltimore & Ohio. During these 
two years the total approximate tonnage handled was 9,800,000 
tons, of which 25 per cent was inbound material, 15 per cent outbound 
manufactured products, and the balance, 60 per cent, interplant 
service. In 1911 there were 29,944 cars of ashes and cinders handled, 
of which 14,492 cars were switched to the dumping ground of the 
steel company, 12,836 cars were shipped out over the Pennsylvania, 
and 2,616 cars over the Baltimore & Ohio. The record does not dis¬ 
close the purpose of shipping out the ashes and cinders, but it is prob¬ 
able that the material was used for ballast on the tracks of the trunk 
lines. 

The Cambria Steel Company’s railroad is not a member of the per 
diem agreement and pays no per diem and receives no reclaim. It 
interchanges cars with the trunk lines under the so-called average 
agreement. Demurrage begins to run against the cars 48 hours from 
the first 7 a. m. after being placed on the interchange tracks. The Pitts¬ 
burgh rate territory extends as far east as Johnstown, and the same 
furnace allowances are paid as in Pittsburgh proper. The steel com¬ 
pany receives terminal allowances by published tariffs of the trunk 
lines on inbound material; from the Pennsylvania Railroad of $2.25 
per car on ore, $1.75 on coke, and $1.60 on limestone; from the 
Baltimore & Ohio it receives $1.75 per car on coke and $1.60 on 
limestone. The Baltimore & Ohio does not handle any of the 
inbound ore. During the year 1911 the allowances amounted in the 
aggregate to $79,973.70 from the Pennsylvania Railroad, and 
$16,941.10 from the Baltimore & Ohio, a total of $96,914.80. No 
allowances are made by either of the trunk lines on outbound business. 

The total cost of operating the railroad department of the steel 
company in the year 1911, not including anything for the interest on 
the investment or overhead charges, was $536,865.12, of which about 
40 per cent, or $215,000, was the cost of switching between the plant 
and the connecting carriers. The entire cost of operation for the 
year 1911, including the internal work, as well as the interchange 
service with connecting carriers, amounted to about 5.4 cents per ton 
of traffic handled. 

In this case the principal witness stated that he saw no reason 
why the trunk lines could not place the cars at the point of unloading 
with their own power. This would involve detailed dispatching and 
the trunk lines would have to provide equipment suitable for the 
degrees of curvature on the industrial tracks; otherwise the character 
of the service would not differ from that performed by the trunk lines 

for other industries that do not have their own power. The curvature 
29 i. c. C. 



278 


INTERSTATE COMMERCE COMMISSION REPORTS. 


of the industrial-plant tracks is very sharp, and there would have to 
be a special power for that kind of work, but the volume of the busi¬ 
ness is of sudicient magnitude to justify the maintenance of that kind 
of power by the trunk line at that point so as to give the service. It 
was the opinion of the witness that the steel company was not justi¬ 
fied in doing the work at such a large cost when it was not reimbursed 
by the trunk line. 

REPUBLIC IRON & STEEL COMPANY. 

The record in this case is of peculiar interest, because it discloses 
an entirely different form of railroad service than that usually con¬ 
ducted in connection with iron and steel industries, the switching the 
cai^s interchanged with the contiguous trunk lines being performed 
under the so-called pooling arrangement, whereby the entire cost is 
divided between the interested trunk lines on the basis of the num¬ 
ber of cars handled for each. 

The Republic lion & Steel Company has three separate plants 
located on the banks of the Mahoning River, at Youngstown, Ohio— 
the Brown-Bonnell Bessemer plant and the Hazelton furnace, on 
the south side of the river, and an open-hearth furnace, tube works, 
and a plate mill on the north side of the river. The plants on each 
side of the river are connected by a bridge owned by the steel com¬ 
pany. There is an aggregate of 8,000 men employed in the various 
departments of the plant. As a facility in the manufacturing opera¬ 
tions the steel company has between 35 and 40 miles of standard- 
gauge tracks and 5 locomotives. There is also a system of narrow- 
gauge tracks at each of the plants. Ail the tracks are located inside 
the plant inclosures, with the exception of the hot metal tracks con¬ 
necting the plants, which are over a separate right of way. At the 
Brown-Bonnell plant there is a storage capacity for about 150 cars 
and at the Hazelton furnace for about 400 cars. 

The trunk line connections are the Baltimore <Sc Ohio, Pittsburgh 
& Lake Erie, and the Erie railroads. The Lake Shore also reaches 
the plant by means of a switching arrangement over the Erie or the 
Pittsburgh & Lake Erie tracks. All interchange switching at the 
plants is performed, as stated, under the so-called pooling arrange¬ 
ment between the trunk lines, which is the custom in the Youngstown 
district. That is to say, the locomotive is furnished by one of the 
trunk lines and the entire expense of the service is divided between the 
several trunk lines on the basis of the number of cars handled for each. 
The service is absolutely under the jurisdiction of the industry whose 
superintendent controls the locomotives and cars of the trunk lines 
while inside the plant. The locomotives of the industry are used 
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exclusively for intermill work, such as switching material from one 
plant to another and the movement of hot metal. 

A statement prepared from the records of the participating trunk 
lines shows that for the year ending June 30, 1911, there was a total 
interchange movement of 37,407 loaded cars at the Brown-Bonnell 
plant, and the total cost divided between the trunk lines amounted 
to $56,841.23, or an average of $1.54 per car. At the Ilazelton works, 
for the same period, 37,727 cars were moved at a cost of $47,488.39, 
or an average of $1.25 per car. This estimated cost apparently 
does not include interest on the track investment or the mainte¬ 
nance of tracks. The cars are spotted or picked up at any desired 
point within the plant without expense to the industry; the only 
expense to the industry is for the maintenance of its own tracks. 

The Republic Iron & Steel Company is not a member of the per 
diem agreement, but interchanges cars with the trunk lines under the 
average agreement and is allowed 48 hours free time; the plant receives 
credit for the cars released within the first 24 hours of its free time, 
and the balance of the free time is applied against any overtime on 
other cars up to and not exceeding 7 days. If a car is ordered and 
the trunk line engine does not bring it in the detention is charged 
against the trunk line, and after the car is spotted in the plant the 
industry is responsible for the detention. For the year ending June 
30, 1911, the demurrage charges paid to the trunk lines amounted in 
the aggregate to only $421. 

It is stated of record that there is no substantial difference between 
the sendee performed at this plant and the service performed by the 
industrial railroads of other plants included in this record, except that 
in the last analysis in the Youngstown district the industry pays the 
full rate on wdiatever commodity is moved; its allowances do not come 
out of the rates but are in the form of a plant service by the trunk 
lines. 

YOUNGSTOWN SHEET AND TUBE COMPANY. 

In this, as in the previous case, practically all the interchange 
switching service at the plant is performed under the so-called pool¬ 
ing arrangement by which the trunk lines join in the expenses on the 
basis of the number of cars handled for each. 

The Youngstown Sheet & Tube Company has a large plant located 
on the north side of the Mahoning River, four or five miles from 
Youngstown, Ohio. It covers approximately 130 acres and manu¬ 
factures pipe, steel sheets, and wire nails. It also has a blast furnace 
but does not make pig iron for the market. The plant emplovs about 
7,000 men. 

As a facility in the industrial operation there are 23.79 miles of 

standard-gauge and 5.5 miles of narrow-gauge tracks located in and 
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around the plant. The equipment consists of 2 standard-gauge and 
0 narrow-gauge locomotives. One of the standard-gauge locomo¬ 
tives is used exclusively for intermill work and the other for switch¬ 
ing hot metal. The trunk line connections are the Pennsylvania, 

V 

Pittsburgh & Lake Erie, and the Baltimore & Ohio. Traffic is also 
interchanged with the Erie and Lake Shore & Michigan Southern by 
means of an intermediate service by the Pittsburgh & Lake Erie, 
which connects with the tracks of the industry at both the north 
and south ends of the plant. 

All the interchange switching between the points of placement 
within the plant and the trunk lines is performed by one of the trunk 
lines under the pooling arrangement. A very small portion of the 
plant switching or the movement of cars from one part of the plant 
to another is performed by the trunk line engine, but for such service 
a charge is made against the industry of 15 cents per ton with a mini¬ 
mum of 20 tons per car irrespective of the distance, winch ranges 
from 50 feet to 1 \ miles. This service is performed by the trunk line 
engine only when the powder of the industry is not available. The 
trunk line engine is under the exclusive control of the industry while 
working within the plant inclosure. The total cost of the interchange 
switching is divided between the interested trunk lines on the basis 
of the number of cars handled for each. It is stated of record that 
during the year ending June 30, 1911, there was a movement of 
47,320 loaded cars inbound and 19,090 outbound, of which 6,316 
cars were weighed, making a total movement of 72,726 cars; the cost 
divided among the trunk lines for that work amounted to $90,979.23, 
or about $1.25 per movement. This amount of $1.25 per movement 
is based on the loads only, which includes the empty movement. 
The amount of cost to be divided between the participating trunk 
lines is based on the w'ages of the crew and the engine cost, arbitrarily 
fixed at $1.15 per hour, which includes fuel and all engine repairs. 

VALLEY CONNECTING RAILROAD COMPANY. 

We have elsewhere referred to the pooling arrangement that is prac¬ 
ticed in the Mahoning and Shenango Valleys in Ohio and Pennsyl¬ 
vania in connection with switching at steel industries. At the hearing 
the attention of the Commission w r as directed to the practice of the 
trunk lines at the plant of the Stewart Iron Company in Sharon, Pa. 
This company was not represented at the hearing, but in view r of the 
fact that the Commission is engaged in this proceeding in a general 
investigation of industrial railroads serving industries, its attorney 
asked permission to put in evidence the contract which show r s the 
whole arrangement with reference to the switching at this plant, 
which has a system of yard tracks and sidings operated under the 
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name of the Valley Connecting Railroad, and connecting the plant 
with the Erie, Pennsylvania, and Lake Shore railroads. The con¬ 
tract provides that the industry shall furnish the necessary locomo¬ 
tive power at a specified rental, and at the end of each month the 
cost of doing the switching, both interworks and interchange, includ¬ 
ing the rental for the locomotive, shall be divided between the three 
trunk lines, and the industry in proportion to the number of cars 
handled for each. The result of this arrangement is that the indus- 
try gets its cars spotted at the points of loading or unloading within 
the plant without expense, and pays the actual cost of the internal 
switching, such as the movement of material from one part of the 
plant to another in connection with the manufacturing operations. 

It will be noted that the practice here differs from that described 
for the Republic Iron & Steel Company and the Youngstown Sheet & 
Tube Company, in that at the two plants last named the pooling 
arrangement applies only to the interchange switching, while at the 
plant of the Stewart Iron Company it includes both interchange with 
the trunk lines and internal switching for the plant. 

WICKWIRE BROTHERS. 

This company has a plant at Cortland, N. Y., for the manufacture 
of nails, wire, wire fencing, and similar iron and steel products and 
is in general competition with the American Steel & Wire Company 
and others engaged in that business. The industrial company has 
an aggregation of 3.72 miles of track, located in and around the 
plant, which it operates with three locomotives. Under a written 
agreement the Delaware, Lackawanna & Western and the Lehigh Val¬ 
ley supplied the rails and ties and constructed at their joint expense 
practically all the tracks on the land of the industry, but granted 
the industry the right of purchasing the rails and ties at any time 
at an appraised valuation. 

The general character of service performed with the power of the 
industry consists of switching empty and loaded cars between a des¬ 
ignated point of interchange with the trunk lines and the points of 
placement within the plant. The average haul is approximately 
2,000 feet. No allowances are made to the industry by the trunk 
lines. At the time of the hearing no service was performed for 
outside industries. The industry maintains an overhead trolley 
for handling the ingots from the open-hearth furnace to the blooming 
mill, where they are reduced by rolls to billets, the latter being then 
transported to the rod mill in hand trucks. 

During the year ending June 30, 1911, there were 5,760 carloads 
interchanged with the trunk lines, of which 3,575 cars were inbound 
and 2,185 outbound. The interchange takes place under the de- 
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murrage rules. Prior to November 21, 1902, the trunk lines per¬ 
formed the service that the industry now performs with its own power, 
and it is stated that no compensation of any kind has been received 
from the trunk lines in the way of reduced freight rates, so that the 
present practice is more costly to the industry by the amount re¬ 
quired for maintaining the railroad service. For the year ending 
June 30, 1911, it cost the industry approximately $25,000. It 
is admitted that there would be no objection to the trunk lines 
performing the switching if it could be done as satisfactorily as the 
industry is now doing it, but it would be dillicult for two trunk lines 
to perform the switching at one plant without creating more or less 
confusion and delay. It would be satisfactory if one or the other 
trunk line would perform all the service by an arrangement between 
them, provided prompt service is given. 

WHEELING STEEL & IRON COMPANY. 

This company operates a bessemer steel plant and tool works at 
Benwood, W. Ya., in connection with which it has two blast furnaces 
at Wheeling, W. Va., and one blast furnace at Martins Ferry, Ohio. 
The three furnaces have an aggregate capacity of 750 tons per day. 
The two furnaces at Wheeling are in separate locations, and are 
known as the Belmont department and the “top” department. 
At the “top” department there are 2.4 miles of railroad track and 1 
locomotive; at the Belmont department 1.3 miles of track and 
1 locomotive; at the Martins Ferry plant there are 2.3 miles of track 
and 1 locomotive; and at the Benwood plant 4.7 miles of track and 
3 locomotives, a total of 10.7 miles of track and 6 locomotives. At 
the “top” department the tracks connect with the Pennsylvania 
lines, at the Belmont department with the Pennsylvania and the 
Baltimore & Ohio, at the Martins Ferry plant with the Pennsylvania, 
Baltimore & Ohio, and Wheeling & Lake Erie, and at the Benwood 
plant with the Pennsylvania, Baltimore & Ohio, and the Wheeling 
Terminal. 

The general character of service performed at each of these plants 
consists of switching empty and loaded cars between connecting 
trunk lines and the points of placement within the plants, and also 
the internal switching at each of the plants. The average distance 
covered by the interchange switching is about 500 feet. No divisions 
or allowances are received from the trunk lines. Cars are inter¬ 
changed at each of the plants under the demurrage rule. 

Refuse from the “top” department is loaded in cars and dumped 
along the river bank inside the harbor line, both on the property of 
the steel company and the property of others. At the Belmont and 
Martins Ferry plants the slag is granulated and removed by the 
trunk lines without charge to the steel company. 
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During the year 1911 the trade interchanged with the Pennsyl¬ 
vania amounted to 1,030,421 tons, with the Baltimore & Ohio 228,542 
tons, and with the Wheeling & Lake Erie 21,913 tons, a total of 
1,280,876 tons. 

BEN WOOD & WHEELING CONNECTING RAILWAY. 

In this case we have an incorporated railroad that has no tracks 
of its own; its entire operation is over tracks it leases from the 
industry by which it is controlled. The only physical property that 
is owned by it is the equipment, consisting of 7 locomotives and 
2 cars. The operation of the tracks in the name of an incorporated 
railroad company is for the apparent purpose of giving the semblance 
of a transportation feature to what are essentially plant operations. 

The National Tube Company, a subsidiary company of the United 
States Steel Corporation, has a large plant at Benwood, W. Va., 
consisting of blast furnaces, rolling mills, steel works, and a tube 
mill; it has an aggregate capacity of about 910,000 tons per annum 
of manufactured products; the buildings and facilities cover an area 
of about 80 acres and in the entire industrial operation an average 
of from 2,300 to 2,500 men are employed. 

As a facility for the industry the tube company constructed, and 
for some time operated with its own power, a system of yard tracks 
and sidings connecting various departments of its plant with each 
other and with the contiguous trunk lines. In January, 1900, the 
Benwood & Wheeling Connecting Railway Company was incorpo¬ 
rated with an authorized capital stock of $1,000,000, of which only 
$100,000 has been issued and turned over to the tube company. 
It is not stated of record what consideration was given by the tube 
company for the $100,000 capital stock, but it probably represents 
the value of the facilities turned over to the industrial line for 
operation. 

The incorporated railway has no tracks of its own, but operates a 
total of 11.90 miles of standard-gauge tracks owned by the tube com¬ 
pany, a part of which it leases; another part it operates under some 
form of agreement. All these tracks are inside the plant inclosure. 
The lease under which they were first operated provided for the 
payment by the short line to the tube company of $10,000 a year 
and for the maintenance, repair, and renewal of all the tracks by the 
industrial line. The lease further stipulated that, beginning in Sep¬ 
tember, 1900, and continuing until January 1, 1906, the incorporated 
railway should pay to the tube company all its profits in excess of 
4 per cent on the capital stock of the railway company. It is not 
apparent that any dividends have been paid, but it is clear that the 
excess of revenues over operating expenses have been turned over to 
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the tube company. The payments made by the industrial line to the 
tube company for the period from September, 1900, to December 
1905, inclusive, amounted in the aggregate to $43,459.65. In 1906 
and 1907 payments of $10,000 for each year were made. In 1908 and 
1909, apparently under a new lease, the payments amounted to 
$20,000 for each year. The present lease is dated July 1, 1909, and 
provides that it shall be in force for a period of one year from date 
and from year to year thereafter unless terminated by either party 
on three months’ written notice; it provides also for the payment by 
the railway to the tube company of an annual rental of $10,000, 
payable monthly; it also provides that the railway shall perform all 
internal switching for the tube company at the rate of $1.50 per car, 
irrespective of the length of the switching movement. 

These facts disclosed on the record indicate that for the period from 
1900 to 1910, inclusive, the industrial line has paid to the tube com¬ 
pany for the lease of the tracks alone an aggregate of $133,459.65, in 
addition to which it has paid the entire cost of maintenance and 
renewals. The only physical property owned by the incorporated 
railway is the equipment, which consists of seven locomotives and two 
flat cars. The total value of the railway property, less depreciation, 
is stated to be $74,059.85, of which the tracks leased from the tube 
company represent only $31,458.58. 

The tracks of the industry which are leased to the incorporated 
railway connect with the tracks of the Baltimore & Ohio, the Pitts¬ 
burgh, Cincinnati, Chicago & St. Louis, and the Wheeling Bridge & 
Terminal Railway. The Baltimore & Ohio tracks adjoin the prop¬ 
erty on the east side of the plant and the tracks of the other two 
trunk lines adjoin the property line of the industry on the west side 
of the plant. The service now performed in the name of the industrial 
railway is the switching of empty and loaded cars between the sev¬ 
eral departments of the plant and the interchange points with the 
connecting trunk lines. The haul covers a distance of from one half 
mile to one mile. This work includes about 70 per cent of the entire 
service performed by the industrial line, about 30 per cent being 
intermill service for the industry. This is precisely the service that 
the tube company performed directly for itself before it turned the 
facilities over to its incorporated railway company. 

The only industry served by the industrial railroad other than that 
of the tube company is the plant of the Semet-Solvay Company, which 
is located on the property of the tube company. It manufactures 
coke and by-products and sells the coke to the tube company, the 
other products being sold on the market. It is not uncommon to find 
a Solvay plant associated with iron and steel industries, and, as in 
this case, it is usually located on the property of the steel company. 
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In this instance the Semet-Solvay Company has its own motive 
power, with which it performs the necessary mill switching in connec¬ 
tion with its manufacturing plant. The only service performed for 
it by this industrial railroad is the switching of carloads of coal from 
the trunk lme interchange tracks to its plant and the switching of 
cars of its manufactured products to the trunk line connection. 

Cars of ore, coke, and limestone are hauled by the industrial rail¬ 
road from the trunk line connections to the stock pile of the tube 
company or storage yard and later switched to the furnaces when 
required by the industry; the railroad movement is said to end when 
the material is delivered at the stock pile or storage yard, the subse¬ 
quent movement being regarded as a plant service. In some 

instances the ore is taken from the trunk line connections directly to 
the furnaces. 

It is stated that the only reason why the trunk line can not make 
direct deliveries of the ore is that it might be brought into the plant 
at a time when the industry is not ready to have it placed for unload¬ 
ing and this would entail a delay of five or six hours to the trunk 
lme engine. At times there are from 150 to 200 cars of ore in the trunk 
line } ard ready for delivery. In order that the furnaces may be kept 
m continuous operation coke and limestone must be switched to 
them two or three times a day. The work is done in this way to meet 
the requirements of the industry, and for the same reason the placing 
of cars must be made at stated intervals. The time and extent of 
the service of switching inbound material, such as ore, coke, and 
limestone, is largely, if not entirely, dependent upon the require¬ 
ments at the furnace. The situation at both the furnaces and mills 
is such that the interplant service must necessarily be taken care of 
by the same power that brings in the cars. The service on shipments 
of coke is said not to end until the car is placed at the bins to be 
unloaded, even though it is necessary to retain the car in the yard 
several days, as it is impossible for the furnaces to use coke except 
in connection with the limestone and ore the switching and place¬ 
ment of cars of these materials used in manufacture must be made 
according to the needs of the industry. 

The Benwood & Wheeling Railway is a member of the per diem 
agreement and is allowed four days’ reclaim. The per diem begins 
the day the car is placed on the interchange track. For the calendar 
year 1911 the amount of reclaim received exceeded the amount paid 
for per diem by $5,16S.30. For the year ending June 30, 1911, the 
accrued demurrage against the tube company amounted to $429, of 
which $232 was collected from the tube company and $197 was can¬ 
celed. This is another instance of the benefit to an industrv whose 

changes cars with connecting trunk lines 
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undor the per diem and reclaim arrangement. In this case the 
insignificant amount of demurrage paid indicates that the industry 
is r< R'sed from the operation of the ordinary demurrage rule by 
reason of the four days’ rc< laim allowed to its industrial railroad, 
whuii in effect gives the industry the use of the cars for four days 
without charge. I ndcr the ordinary rules an industry is allowed 
01113 two days for loading or unloading. 

1 I 10 industrial railroad does not receive allowances from the con¬ 
nect m;; trunk lines on either inbound material or outbound manufac¬ 
tured product, but an allowance of 10 cents a ton on steam coal is 
made by the Baltimore & Ohio. The movement of this coal over the 
Baltimore & Ohio tracks is entirely within the state of West Virginia, 
the industrial railroad makes a charge of $1.50 per car for all other 
switching movements whether for the controlling industry or others. 
It is stated of record that beginning March 1 , 1012 , this'chume will 
be increased to $2.50 per car for the reason that the lower charge will 
not produce the tost of operation. 

I pon 1 these facts ii is clear that no real or substantial reason exists 

c .issi \ in o ,1 pair of the operations of this road as a service of 
transportation; it would be difficult, if not impossible, to separate 
the part of the service it is desired to designate as interchange 
switcnmg Horn that which is admittedly a plant service. 

LEETONIA & CHERRY VALLEY RAILROAD. 

1 lie plant of the l nited Iron & Steel Companv at Leetonia, Ohio 
was originally built and operated by the Cherry Valiev Iron Company 
from which it was acquired by purchase. There was originally‘ a 
s\st(...i of 4 , miles of yard tracks and sidings, which the industry 
operated with Its own power as a plant facility. In January, 1910 
the Leetonia & Cherry Valley Railroad Company was incorporated’ 
vutl, an authorize,! capital stock of $ 1 4 ,000, the only outstanding 
£® rt 0 '• vllK ' h ls S'-400 issued to the United Iron & Steel Company! 
Iheie are no bonds, but on the books there is due to the steel com¬ 
pany on open account the sum of $51,017.12. The steel company and 
the railroad company, however, are substantially one investment. 

e incorporated railroad took over the tracks and equipment of the 
steel company under lease, and subsequently constructed 1.60 miles of 
a ltional track. All the tracks are located in and around the plant. 

e industrial railroad pays to the steel company for rental of tracks 
equipment, and right of way $ 6,000 per annum, being 6 per cent 
interest on an estimated valuation of $100,000. At the time of the 
hearing the property consisted of 6.10 miles of track, of which 4 50 
miles were leased from the steel company and 1.60 miles were owned 
t ic industrial road The equipment consisted of 2 locomotives 
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and 6 cars owned by the industrial railroad and 35 cars leased from 
the steel company. The total investment in the railroad property 
and equipment owned is stated to be 841,483.25. The tracks con¬ 
nect with the Pennsylvania Company and the Erie Railroad at the 
south end of the plant, and with the Erie at the north end. The 
only shipper served by the industrial railroad, other than the steel 
company, is the France Slag Company, in which the steel company 
has no interest but which furnishes a means for the steel company to 
dispose of its slag. The France Slag Company has no plant or build¬ 
ing. It simply operates a steam shovel at the slag pile of the industry. 

The service performed by the industrial railroad is the switching 
of inbound ore, coal, and limestone, and outbound pig iron between 
the plant and the trunk line connections. The coke is all manufac¬ 
tured at the plant. The cars of ore and limestone are switched 
from the interchange point to the point of unloading. The coal is 
switched from the interchange point to the coal bins, and is transferred 
thence on the narrow-gauge cars and tracks of the industry to the coke 
oven. There is no railroad movement of the slag or cinders, which is 
run into large ladles, and the ladles taken out by rope haulage and 
dumped. The refuse, such as flue dust and ashes, is switched to the 
dumping point. The outbound pig iron is first switched from the 
cast house to what is called the iron yard. This movement is desig- 
nated as being entirely a plant movement. At the iron yard the 
pig iron is then loaded into railroad cars and switched to the inter¬ 
change point of the Erie or the Pennsylvania. It is admitted that 
the service performed by the industrial railroad in the movement of 
inbound material such as ore, coal, and limestone is the same as that 
previously performed by the trunk lines. Before the industrial rail¬ 
road took over the tracks, the trunk lines performed ail the switch¬ 
ing, including the movement from the cast house of pig iron, but 
they made a charge for tlie plant service of SI per car, regardless of 
weight. 

During the year ending December 31, 1011,666 cars were handled for 
the France Slag Company. The charge of $2 per car for this service 
was absorbed by the trunk lines. During the same period 15,290 cars 
were handled for the steel company, of which 0,925 cars were inter¬ 
changed with the connecting trunk lines, and 5,365 cars were handled 
in intermill switching. The industrial railroad flies tariffs with the 
Commission, covering switching charges on miscellaneous traffic in 
carloads, and a tariff covering switching charges on plant movements. 
The charge for interchange switching is $2 per car, which is absorbed 
by the trunk lines, and the charge for intermill movements is 75 cents 
per car, paid by the industry. The industrial railroad is not a party 
to the per diem agreement, the plant being subject to the usual demur- 
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rage rules of the Erie and the Pennsylvania. It was stated by a 
witness that before the operation of the tracks was taken over by the 
industrial railroad, a considerable amount of demurrage accrued 
against the industry, but that since the industrial railroad has been 
performing the service no demurrage has accrued. 

This statement emphasizes the fact that a system of railroad 
tracks is a necessary facility of a large industrial operation. The 
saving to the industry of demurrage charges that would otherwise 
accrue, in many instances is a substantial item; that the item has 
entirely disappeared from the industrial accounts in this instance is 
doubtless due to the prompt distribution of cars of inbound material 
to the different departments or unloading points of the plant; and 
this prompt movement of material to the consuming point in the 
plant is also necessary to avoid delays to the manufacturing opera¬ 
tions. It is stated of record that if there is any cessation in the sup¬ 
ply of material at either the coke ovens or the furnaces there results 
a temporary shutdown and an inferior quality of product. Regu¬ 
larity of switching service is therefore a requirement of the industry 
and not an obligation of the trunk line. 

The annual report for the year ending June 30, 1911, shows that 
the operating expenses, taxes, rentals, and interest exceeded the 
revenues by $S,315.03, and it is stated that from the time of the 
organization of the industrial railroad up to January 1 , 1912, the 
expenses exceeded the income to the amount of $10,219.32. 

LAKE TERMINAL RAILROAD. 

In this as in other cases herein referred to the service performed 
by the industrial railroad and designated as interchange switching 
for the trunk lines is so inseparably connected with what is admit¬ 
ted to be a plant service that it is difficult to fix the line where one 
ends and the other commences. 

The plant of the National Tube Company, served by the Lake 
Terminal Railroad, is located at Lorain, Ohio, and was originally 
constructed by the Johnson Company in 1894 or 1895. On April 1, 
1898, the Johnson Company was succeeded by the Lorain Steel Com¬ 
pany, which in 1903 also took over the Lorain Foundry Company 
and the Lorain Shale Brick Company. The National Tube Company 
and the Lorain Steel Company are both subsidiaries of the United 
States Steel Corporation. The Lorain Steel Company was in turn 
succeeded January 1 , 1904, by the National Tube Company, which 
built additional furnaces and established and equipped various 
departments for manufacturing other products; so that the plant 
as it existed at the time of the hearing included five blast furnaces 
for the manufacture of pig iron, six open-hearth furnaces for pro- 
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ducing steel ingots, a steel mill with two converters for the manu¬ 
facture of blooms, billets, rails, slabs, splices, and steel crossties, 
bessemer mills for the manufacture of pipe steel, a tube and pipe 
mill for the manufacture of wrought pipe and boiler tubes, a galvan¬ 
izing plant for producing galvanized pipe and other products, and a 
dock for unloading ore from vessels. When in full operation the 
plant employs 7,700 men. The plant property is inclosed by a fence. 

At the time the plant was owned and operated by the Johnson 
Company there was a system of yard tracks and sidings located in 
and around the plant, and these tracks connected with the Baltimore 
& Ohio and the Cleveland, Lorain & Wheeling. 

The Lake Terminal Railroad Company was incorporated by Tom 
L. Johnson and A. J. Moxham in 1895, nearly six years before the 
organization of the United States Steel Corporation. The road and 
equipment, theretofore owned and operated as a facility of the 
Johnson furnace, were taken over by the Lake Terminal Railroad 
Company, and paid-up stock to the amount of $2,000,000 was issued 
to Messrs. Johnson and Moxham in consideration for the property 
acquired. The Lorain Steel Company secured control of the Johnson 
furnace and the railroad as well in 1899, and that company sold to 
the Lake Terminal Railroad Company 116 freight cars for $37,266.27. 
Later the National Tube Company acquired the property of the 
Lorain Steel Company; the tube company was in turn taken over by 
the Federal Steel Company, which was merged into the United States 
Steel Corporation in 1901. 

In 1908 additional right of way was purchased from the Sheffield 
Land & Improvement Company and from the National Tube Com¬ 
pany, for which an aggregate amount of approximately $257,000 
was paid. The acquirement ol the right ol way from the tube com¬ 
pany did not involve the payment of money, but was consummated 
by the exchange of certain property, part of which was occupied by 
the tube company and stood of record in the railroad company, 
while other parts were occupied by the railroad and stood of record 
in the tube company; in consummating the transaction the rail¬ 
road company deeded to the tube company about 120 acres of 
land and the tube company deeded to the railroad company about 
169 acres. Under date of June 30, 1909, there was an additional 
transfer of property from the tube company to the railroad com¬ 
pany which included about 96 acres of land at $2,500 per acre, an 
easement over the docks and less than a mile of track thereon for 
$200,000, 11.15 miles of track at $11,215.77 per mile, the roundhouse, 
yard scales, car repair shop, and other facilities, 4 locomotives, 54 
ore care, 50 flat care; the railroad company transferred to the tube 

company 9 slag and cinder dump cars. The net consideration paid 
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by the railroad company to the tube company was $114,051.55. 
Those items make the total aggregate price of the property transferred 
to the railroad company by the tube company $975,976.11. The net 
amount was paid to the tube company by the railroad company out 
of the proceeds of a loan of $1,000,000 made by the Federal Steel 
Company to the railroad company, bearing interest at 3 per cent per 
annum. The sum of $100,000 was paid out of revenues from opera¬ 
tion on account of this loan by the railroad company to the Federal 
Steel Company in December, 1911, leaving $900,000 still due. 

At the time of the hearing the Lake Terminal Railroad Company 
owned 33 miles of track, of which 12 miles are designated as main 
line and 21 miles as spurs and sidings —all located in and around the 
plant of the National Tube Company at Lorain. The industrial rail¬ 
road also operates under lease 29 miles of track owned by the tube 
company, of which 6 miles are designated as main line and 23 miles 
as spurs and sidings, making a total op rated trackage of 62 miles. 
For the lease of the tube company’s tracks the industrial railroad 
pays a rental of $50,000 a year, and these payments from 1905 to 
1909, inclusive, aggregated $250,000. During this period the tracks 
were maintained by the tube company. In February, 1911, a new 
agreement was entered into under which these tracks are main¬ 
tained by the industrial railroad. In addition to the tracks owned 
and operated by the industrial railroad the National Tube Com¬ 
pany owns and operates 9.16 miles of narrow gauge tracks with 17 
locomotives and 566 cars. It is stated that while the narrow- 
gauge road is operated exclusively as a plant facility, the tracks 
are maintained by the industrial railroad at the expense of the 
tube company. The equipment of the industrial railroad consists 
of 18 locomotives, 102 girder rail cars, 134 steel hopper cars, 50 
steel flat cars, 56 wooden flat cars, 26 wooden gondolas, 2 tank cars, 
1 pay car, and 1 scale test car. There is a wrought iron bridge across 
the Black River, which, with the approaches, was purchased from the 
New York, Chicago & St. Louis Railroad Company in 1907 for 
$70,713.77. . 

The trunk line connections are the Lake Shore & Michigan Southern, 
the New York, Chicago & St. Louis, the Wheeling & Lake Erie, 
adjoining the plant property at the east end, and the Baltimore & 
Ohio at the west end. The Baltimore' & Ohio connection is inside 
the plant inclosure. 

The total cost of road and equipment reported by the Lake Ter¬ 
minal Railroad Company to the Interstate Commerce Commission 
for the fiscal year ending June 30, 1911, was $3,242,988.02, the inven¬ 
tory showing actual cost up to June 30, 1911, indicated that only 
$1,792,929.84 was expended. It is evident that the property accounts 

29 I. C. C. 




INDUSTRIAL RAILWAYS CASE. 


• < J 

291 


are now overstated about $1,500,000 and that none of the property 
for which the $2,000,000 stock was issued is now in existence. The 
industrial railroad justifies the figures reported to the Commission 
upon the ground that the present worth of the railroad property is 
far more than $3,242,988.02. 

The National Tube Company owns and operates dock facilities 
as a part of its property at Lorain for handling ore known as the 
. National dock. Over this dock is handled ore for through shipment 
from the lake boats to various furnaces in Ohio and Pennsylvania. 
The railroad company has an easement over the dock property and 
for the privilege a payment of $200,000 was made to the tube com¬ 
pany, but the easement does not give the control of the dock to the 
industrial railroad. This consideration was fixed by the interested 
parties, but no tangible evidence as to how the amount was arrived 
at could be found. Over 40,000 cars of ore were delivered to con¬ 
nections at Lorain and South Lorain in 1911, and it is contended 
that this portion of the business is in no way connected with the tube 
works. But the fact remains that of the 40,000 cars forwarded 
only 66 were consigned to furnaces not owned or controlled by the 
steel corporation. 

As an illustration of the fact that the industrial railroad does not 
discriminate between the facilities furnished for its so-called trans¬ 
portation operation and the operations admitted to be a plant 
service, a witness, in describing the service of handling the ore 
from the dock for shipment, stated that there is a very heavy grade 
from the dock to the distributing yard, making it impossible for a loco¬ 
motive to handle more than 7 or 8 cars, and for this reason it is neces¬ 
sary to make three trips to assemble at the top of the hill an ordinary 
train of 21 cars. To facilitate this service, there are four main 
tracks at this point. The first, or north, main line is known 
as the pipe-mill lead, with which all of the tracks leading into 
the loading or unloading tracks are connected. The next is the 
scale track, used for weighing cars to avoid delay to the loco¬ 
motive while switching at the pipe mill. The third track is 
for the purpose of assembling cars of ore switched from the 
dock in detail without interfering with the pipe-mill or scale- 
track work and the several operations of moving the coal, coke, 
and limestone to the mill and miscellaneous work to and from the 
connecting trunk lines through the yard can be carried on at the 
same time without interfering with other work being performed. In 
other words, four locomotives, variously used for plant switching, 
interchange switching, and miscellaneous yard switching, can be 
worked in the same vicinity without conflict. There are double 
tracks at other points, so that the service of switching inbound and 
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outbound material to the trunk line can be performed at the same 
time that another locomotive is distributing material to the point of 
consumption in the plant. 

1 he industrial railroad performs all interchange and internal switch¬ 
es for the tube company, and also performs some switching service 
in making the transfer ol cars from one trunk line to another trunk 
line. 

The internal or interworks switching is performed by the Lake 
Terminal Company for $1.50 per car; this switching constituted 
per cent of the total cam handled in 1911. Only 84 cars were 
switched over the Lake Terminal as an intermediate carrier between 

the (on net tions at Lorain and at South Lorain. No passenger service 
is maintained. 

The interchange switching performed for the industry is the usual 
movement of inbound coal, coke, and limestone from the trunk line 
connections, at or within the property line of the plant, to the points 
of unloading within the plant and the movement of outbound prod¬ 
ucts from the points of loading to the trunk line connections. The 
cars of inbound coal, coke, and limestone are delivered by the trunk 
lines to the industrial railroad in solid trains. The industrial rail¬ 
road handles inbound between 80 and 90 carloads per day of ore, 
about half as much coke, and 30 cars of limestone. The distance 
covered by the switching service between the plant and the trunk 
line connections is from to 5 miles. The unusual distance of the 
haul is doubtless explained by the large extent of the plant property 
and the fact that the trunk line connections are at the extreme east¬ 
ern and western ends. The ore is brought to the plant by vessels 
owned by the steel corporation and unloaded on the private docks 
of the tube company. A charge of $1.50 per car is made against the 
industry for the movement of the ore from the stock pile at the dock 
to the bins, this being a plant movement. Practically all the ore 
that moves over the docks is for the United States Steel Corpora¬ 
tion or its subsidiaries. A great deal of it is consumed at the fur¬ 
naces of the tube company. No charge is made against the tube 
company for bringing in and spotting the coal, coke and limestone 
leceived fiom the connecting trunk lines, the compensation for this 
service being covered by the allowances elsewhere referred to. The 
ore and inbound coke and limestone are placed at separate bins, each 

bin having a capacity of 300 tons of ore, or about one-half as much 
limestone. 

The industrial railroad leases to the tube company a locomotive 
and crew at the rate of $48 per day for use in handling the slao* from 
the blast furnaces to the slag bank and for the movement of hot 
metal and cinders and other necessary service around the blast fur- 
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naces. No charge is made for the movement of the slag that is used 
by the industrial railroad or the trunk lines for ballast or for filling 
low lands. Some of the slag is crushed and sold for commercial pur¬ 
poses; for the movement of this slag the industrial railroad makes a 
charge of $1.50 per car from the crusher to the trunk line connections. 
Any slag not disposed of for road-making purposes is dumped on the 
right of way beyond the Black River bridge. 

During the year 1911 there were 105.740 loaded cars handled by the 
industrial railroad on which the revenue amounted to $513,508.42. 
Of this total traffic* and revenue 104,802 cars, earning a revenue of 
$421,834.16, were switched for the National Tube Company and 
other subsidiary companies of the United States Steel Corporation; 
361 cars, earning a revenue of $1,290.26, for outside shippers; 84 
cars, earning a revenue of $94.50, were switched between the trunk 
lines; and 60,439 cars, earning a revenue of $90,739.50, were handled 
in intermill switching for the industry. In addition to the intermill 
switching performed by the industrial railroad, the tube company 
handled 365,853 cars with its own power between the various de¬ 
partments of the plant. 

Including the ore cars, only one-quarter of 1 per cent of the Lake 
Terminal’s service was performed for interests or concerns outside 
of the National Tube Company. In the whole year of 1911, freight 
charges were collected from consignees on only 7 cars, the revenue 
being $20.76. This outside traffic was principally supplied by the 
People’s Coal & Supply Company, located at South Lorain, and in¬ 
volved an average haul of about 34 miles. When this traffic is re¬ 
ceived from the trunk line connections at the east end of the plant, 
the distance to the point of delivery is only a few hundred feet, but 
the cars are hauled into the plant, a distance of a mile or more for 
weighing and * then hauled back to the point of delivery. Traffic 
from the trunk-line connection at the west end of the plant is hauled 
entirely through the plant property to the point of delivery at the 
east end. The trunk lines absorbed the charges on the remainder 
of the 361 cars switched for outside shippers. 

It is stated that what is termed the “plant” service must necessa¬ 
rily be performed with the same power that interchanges the cars with 
the trunk lines. The service of switching the inbound raw material 
does not end until the cars are placed at the consuming point; the 
ore from the dock and the coke and limestone from the trunk lines 
must be placed at the furnaces at stated intervals and in the proper 
proportions. The coal received from the trunk lines is not switched 
direct to the point of unloading, the cars being held in the storage 
yards for the convenience of the industry and switched to the un¬ 
loading point when required. 
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The allowances received from the connecting trunk lines are 10 
cents per gross ton on inbound material and 15 cents per net ton on 
outbound manufactured products. In an exhibit filed of record it is 
shown that an allowance of SI and $2.50 per car is made on certain 
commodities and on certain other commodities an allowance of 25 
per cent of the through rate is made; the reason for these exceptions 
is not shown of record. For the interworks switching a charge of 
$1.50 per carload is paid by the industry. 

T he industrial railroad is a member of the per diem agreement and 
is allowed four days reclaim, being one day for the haul in, one day 
for the haul out, and two days for the free time allowed to shippers 
and consignees. The free time commences when the cars are placed 
at the point of loading or unloading. The per diem paid by the 
industrial railroad in 1911 amounted to $87,268.30. The amount of 
reclaim received from the trunk lines during the same period was 
$ 126,0/3.50, a net profit of $39,000. The industrial railroad during 
that year also received $7,103.75 in per diem earnings on its own 
special 66-foot rail cars delivered to the trunk lines under load. This 
is another instance of the benefits derived by an industry through its 
plant railroad. The demurrage rules in the tariffs of the trunk 
lines allow two clays free time to an industry for loading or unloading 
cars; the larger plant that has a railroad of its own which receives 
cars from the connecting trunk lines under the per diem and reclaim 
rule can control the cars for the period of the reclaim time allowance. 
In this instance the industry has the use of the car for four days, less 
the time actually required for switching between the plant and the 
connections with the delivering trunk lines. The reclaim allowed to 
industrial lines invariably results in benefiting the industry not only 
by the increased time allowance for the loading or unloading of cars, 
but it benefits the industry also, in the profit derived from reclaims 
by its industrial railroad, wdiich it later receives in the form of 
dividends or as additional investment when dividends are not 
declared. 


It is interesting to note that subsequent to the hearing the trunk 
lines voted to discontinue allowances of reclaims and to advance on 
January 1, 1913, the per diem rate from 30 and 35 cents per day 
to a uniform rate of 45 cents per day; in this connection the Lake 
Terminal Railroad filed a statement in the record, showing that 
on the basis of the income and expenses reported by that company 
for the year ending June 30, 1911, the discontinuance of the reclaim 


and the advance in the per diem rate would result in a net corporate 
loss of $48,534.46, as against a net corporate income actually earned 
by it under the former conditions of $107,426.04. 
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The industrial railroad rlocs not issue bills of lading, all cars being 

delivered to the trunk lines on train slips and the trunk lines issue 
the bills of lading. 

I he otlicers of the industrial railroad and of the tube company are 
identical with the exception of the general superintendent, who is 
employed exclusively by the railroad. 

Of the total operating revenue of $513,508.42 for the year ending 
June 30, 1911, $141,092.85 was derived from payments by the tube 
company and $372,413.50 from allowances from the connecting 
tiunk lines. The net operating revenue for the rear amounted to 
$92,402.07; there was other income to the amount of $65,570.95, 
and after deducting taxes and interest, $51,184.94, there was a net 
corporate income for the year of $107,426.04, which, with an accumu¬ 
lated surplus from previous years of $225,765.53, made a total 
surplus on June 30, 1911, of $333,191.57. 

A dividend of 10 per cent, payable December 31, 1911, was de¬ 
clared. No dividends were paid in years previous. 

NEWBURGH & SOUTH SHORE RAILWAY. 

In this case there appears to be no real necesssity for the opera¬ 
tion of the industrial railroad by a separately incorporated company. 
It was built for the purpose of connecting two wudelv separated 
departments of the plant, and performs no service in connection 
with the movement of the inbound raw material or the outbound 
manufactured product that w r as not previously performed by the 
trunk lines. 

The American Steel & Wire Company, a subsidiary of the United 
States Steel Corporation, has a number of plants located in different 
parts of the country, the largest of wdiich is in Cleveland, Ohio. This 
plant was originally constructed and operated by other interests, from 
whom it v r as purchased by the vdre company. At the time of the 
healing it consisted of four departments known as the Emma furnace, 
the New r burgh steel w r orks, the Newburgh iron works, located in 
close proximity to each other at Newburgh, a subdivision of Cleve¬ 
land, which will be referred to herein as the Newburgh plant, and 
the central furnace, located on the Cuyahoga River, near the center 
of the city of Cleveland, which will be referred to as the central 
plant. 1 he combined plants cover an area of about 65 acres, and 
have a capacity for producing about 2,300 tons of pig iron and 3,200 
tons of the finished product per day. 

Before the purchase of the separate plants by the wire company 

each had a system of yard tracks and sidings, which each operated 

witn its own powder as a plant facility. In June, 1899, the Newburgh 

& South Shore Railway Company was incorporated, and took over 
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the existing tracks and equipment under a lease from the wire com¬ 
pany. In 1902 it commenced the construction of tracks to connect 
up the several plant tracks. This work was completed and the 
operation over the tracks commenced in September, 1904. 

The original capital stock of the industrial railroad was $25,000. 
It was later increased, first to $600,000, then to $850,000, and is now 
$1,500,000. The last increase was about 1904. It is stated that the 
proceeds of the increase in capital stock were used to pay for the 
right of way and for the construction of the tracks connecting the 
various departments of the plant with each other and with the con¬ 
tiguous trunk lines. There are no bonds, but there is a floating debt 
due to the wire company of about $600,000. The entire capital 
stock, except that held for qualifying directors, is held in trust for 
the benefit of the United States Steel Corporation and its subsidiary, 
the American Steel & Wire Company. 

The entire trackage operated is 55.27 miles, of which 30.68 miles are 
owned and 24.59 miles are leased from the wire company. Of the 
total miles operated 5.97 miles are designated as main track and 
48.30 miles as yard tracks and sidings. Nearly all the track desig¬ 
nated as main track is necessary to connect up the several plant tracks 
for one operation as an industrial unit. 

The lease for the tracks originally provided that the industrial rail¬ 
road should pay the wire company $50,000 a year for the use of the 
tracks, but that lease was abrogated, and for several years it has been 
paying nothing whatever for the use of the tracks, except the cost of 
maintenance. After the discontinuance of the payment of $50,000 a 
year the industrial line agreed to perform the interworks switching 
free of charge, but that arrangement later was abrogated, and under 
the present arrangement a charge is made for the internal switching 
the only consideration for the lease of the tracks being the cost of 
maintenance. This includes the maintenance of the tracks inside the 
plant, which are used exclusively for the plant's benefit, it being 
understood that certain of the tracks leased to the industry shall be 
exclusively used as a plant facility, and only used for railroad pur¬ 
poses when not required by the industry. The equipment consists of 
19 locomotives, 855 freight cam, and 5 passenger cars; of the freight 
cars, 299 are 100,000-pound capacity steel hopper for handling ore, 
coke, coal, and limestone. All the equipment is owned by the indus¬ 
trial railroad. 

In 1906 the wire company sold to the industrial railroad a number of 
locomotives and freight cam for $407,000. The record does not show 
whether this amount has been paid or whether it is still carried as a 
charge against the railroad. The industrial railroad owns about 5$ 
lineal miles of right of way, for which the total cost was a little over 
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Sot ' or about $100,000 a mile; this amounts to approximately 
$16,0t *>r acre for a right of way 50 feet wide. It is stated that the 

light of wev was acquired from probably 200 different people, and in 
every case was purchased outright. Some of the right of way was 
acquired by condemnation proceedings. It is stated of record that, 
when the wire company decided to build a separate railroad, addi¬ 
tional property was purchased and the tracks of the Erie Railroad 
were moved a distance about 300 feet. The wire company paid 
the expense of relocating the Erie tracks to the amount of about 
$500,000. This occurred in the fall of 1900 or in the spring of 1901 
and was really the beginning of the construction of the Newburgh & 
South Shore Railroad. 

The road is substantially constructed, 90-pound rails being used for 
the main track and 80-pound rails for the sidetracks. For the last 
three years steel ties, have been used exclusively. The Newburgh & 
South Shore has several yards for classification and storage of cars, 
with an aggregate capacity for about 1,700 cars. These yards have 
sufficient ground for double this capacity when the tracks are needed. 

The total valuation of the property, as reported by the engineers 
employed by the trunk lines and the steel company, was stated to be 
$2,939,692 on June 30, 1911. This is based on the valuation of the 
property made June 30, 1908, of $2,709,508, to which was added 
$582,257 for betterments from June 30, 190S, to June 30, 1911; a 
deduction of $352,073 for depreciation during the same period is 
shown on the estimate. This valuation was stated to be based prac¬ 
tically on the cost of reproduction, taking into consideration the depre¬ 
ciation. In the annual report for the year ending June 30, 1911, the 
total investment in the property is stated at $2,456,521.70. 

The industrial railroad has track connection with the Baltimore & 
Ohio, Wheeling & Lake Erie, Pennsylvania Company, and Erie Rail¬ 
roads, and through the Cleveland Short line with the New York 
Central lines. It also connects with the River Terminal Railway, 
owned by Corrigan-McKinney Company and the Cuyahoga Valley 
Railway, owned by the Cleveland Furnace Company. 

The general character of the service performed by the industrial 
railroad is the switching of empty and loaded cars between the trunk 
line connections and the various departments of the plant. It also 
performs all interworks switching at each of the plants. At the cen¬ 
tral furnace all the ore is received by boat and is unloaded on the 
wire company’s docks with its own machinery; but before the ore 
can reach the furnaces it must be loaded into cars and switched to the 
furnace bins. The furnaces require about 45 cars of ore per day to 
keep them going. The disposition of the slag from the furnaces is 
provided for in various ways; it is handled in special ladle cars owned 
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b> the industry. Some of it is disposed of to other railroads, some 
is crushed and used for commercial purposes, and the excess is used 
for filling gullies to provide more space or land for railroad yards. 
Two of the classification yards now in use were made in this way. 

11 is stated of record that the industrial railroad makes a charge 
for the movement of the slag from the furnace, irrespective of what 
it is used foi, and the charge applies on movements to the dumping 
ground of the industry, to the lands of the industrial railroad, to the 
slag ciushei, oi to the trunk line connections. The finished product 
from the slag crusher moves under a switching charge the same as 
any other commodity. The present output of crushed slag, about 
8 cars per day, is sold for street-paving purposes. The material for 
the furnaces is loaded in what are called charging buggies, which are 
switched b\ the industrial railroad up an incline to the furnace 
stacks. The entire production of the blast furnaces is switched in 
a molten condition to the various points where it is used. When all 
the furnaces are running a train is run each way every two hours 
handling about 130 ladles of hot metal a day. The coal, coke, and 
limestone is also switched from the trunk line connections or the 
storage yards to the furnaces at regular intervals. 

Trior to the time the industrial railroad took over the tracks of 
the disconnected plants the trunk lines placed cars at the points 
where they were to be unloaded or loaded and distributed or spotted 
the cars where they were desired by the wire company, the trunk 
lines making all necessary classifications. At that time the wire 
company could not perform all this service with its own locomotives, 
because the tracks were not constructed in such a manner that they 
could get all around the plant. At this time all service in moving 
the hot slag to the dumping grounds was performed by the Baltimore 
& Ohio; the Erie Railroad hauled the hot metal from the central 
furnace, and the 1 ennsylvania Company from the Emma Furnace 
to the Newburgh plant; later the Erie either declined to continue 
this service or it was unsatisfactory to the wire company. The ore 
was delivered at the central furnace by the Baltimore & Ohio or the 
Erie and at the Newburgh furnace by the Erie or the Pennsylvania, 
the cars being spotted on the trestle by the trunk lines’ engines, and 
on shipments of outbound pig iron the trunk lines placed the empty 
cais and took the loaded cars from the plant with their own power. 
Before the incorporation of the industrial railroad the trunk lines 
had direct connection with the plant tracks at each of the depart¬ 
ments; but direct deliveries are impracticable now, owing to the 
enlargement of the plant and other changes whereby the trunk lines 
are excluded from the plant tracks and can no longer make a dis¬ 
tribution of cars within the plant inclosure. 
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After the industrial railroad commenced operation it did not im¬ 
mediately begin to spot cars, the trunk lines continuing to perform 
that service until such time as the industrial railroad had facilities 
for doing it. The service was performed with the power of the 
industry at such times as the trunk lines failed, from one cause or 
another, to do the work. The service was taken over by the indus¬ 
trial railroad at different points gradually after the system was built 
up. The service now performed by the industrial railroad differs 
from the service formerly performed with the power of the trunk 
lines or that of the industry only in respect to the distance between 
the trunk lines and the plant; this distance was increased by estab¬ 
lishing interchange tracks and classification yards at points more 
convenient for receiving and distributing around the plant the in¬ 
bound raw material and the assembling and delivery to the trunk 
lines of the outbound manufactured products. By this arrange¬ 
ment better service is had in that it provides for the movement and 
placing of cars at the points of loading or unloading at regular inter¬ 
vals to meet the requirements of the industry. 

In connection with the central furnace plant, the Semet-Solvay 
Company operates a coking plant, which is treated as a department 
of the industry, all ireight handled for the Semet-Solvay Company 
being consigned to the furnace company. The industrial railroad 
does not serve anv industries other than the wire company, but it is 
stated that it serves a number of other shippers, among which are 
mentioned the Standard Oil Company, the Farr Brick Company, the 
Rybak Sand Company, and the Great Lakes Towing Company. It 
is said there are also two coal companies that have yards accessible 
to the industrial railroad, and also a dealer in fire clay products. 

During the year ending June 30, 1911, the industrial railroad 
handled 148,501 cars, earning a revenue of $471,893.48, for the 
American Steel A Wire Company, of which 53,622 cars, earning a 
revenue of $228,274.60, were interchanged with the connecting trunk 
lines. During the same period it handled 4,861 cars, earning a rev¬ 
enue of $16,168.47, for outside shippers. These figures indicate that 
96.69 per cent of the total freight revenue was derived from service 
for the American Steel A Wire Company and 3.31 per cent from 
service for the outside shippers; excluding the plant service for the 
wire company the figures for outside service would be 4.12 per cent. 

The industrial railroad conducts a passenger business between 
Broadway in Newburgh and Jefferson avenue in Cleveland, running 
two trains of five coaches each way daily, one in the morning and 
one in the evening. About 90 per cent of the passengers carried are 
employees of the American Steel A Wire Company. The other pas¬ 
sengers are principally employees of the Cleveland Furnace Company 
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and the Corr igan-McKin ney Company. There are very few pas¬ 
sengers other than the employees of these industries. Each passenger 
pays a regular fare, buying monthly tickets good for 52 rides between 
Cleveland and Newburgh for $2; between Cuyahoga and Newburgh 
for SI.50. The single fare is 10 cents, and 10-ride ticket 50 cents. 
It will be seen bv reference to the plat that this alleged passenger 
service extends only between the two separate plants of the wire 
company—the Newburgh plant and the central furnace—and 
amounts to practically nothing more than a service for the con¬ 
venience of the industry in the daily assembling of the working force. 

It is stated that under the promise of a large amount of traffic the 
industrial railroad established at considerable expense track connec¬ 
tions and switches at the plants of the Cleveland Furnace Company 
and the Corrigan-McKinney Company, both of which are contiguous 
to its tracks. The connection at the Corrigan-McKinney plant 
involved an expenditure in excess of $69,000. Up to about two 
years ago the industrial railroad handled about 75 per cent of the 
traffic of the Cleveland Furnace Company, but the traffic of the 
Corrigan-McKinney Company has not exceeded 10 or 15 cars a month, 
and at the time of the hearing the traffic from both had practically 
ceased. The explanation doubtless lies in the fact that each of those 
industries has incorporated a railroad of its own, that of the Cleve¬ 
land Furnace Company being known as the Cuyahoga Valley Railroad 
and that of the Corrigan-McKinney Company as the River Terminal 
Railway. Both are described elsewhere in this report, and it will be 
seen that each receives the allowances from trunk lines on inbound 
material and outbound products. These two roads are included in 
the plat of the Newburgh & South Shore shown herein. 

The industrial railroad files local and proportional tariffs with the 
Commission. Where the rate of the trunk lines is 40 cents per ton 
or more they absorb out of the through rate 10 cents per ton on com¬ 
modities such as coal, coke, limestone, sand, brick, and pig iron, and 
15 cents per ton on billets, scrap iron, and finished products. Where 
the rate is less than 40 cents per ton the industrial railroad at one 
time received 25 per cent of the charges, with a minimum of $2.50 per 
car, but this rate was canceled prior to the hearing. Less than car¬ 
load shipments are handled in transfer cars, the shippers loading solid 
cars of less-than-carload business for various trunk line transfer de¬ 
pots. The charge for moving such cars is $2.50 per car, which is 
absorbed bv the trunk lines. The rate for handling hot metal is 25 
cents a ton, with a minimum of $2.50 per ladle. The rate for moving 
billets, slag, etc., is $2.50 per car. 

At the time the Erie Railroad was handling the hot metal the wire 

company paid that line $2.50 per ladle and $50 a day for locomotives. 
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At the time the trunk lines were doing the spotting no allowances 
were made until April 1, 1904, at which time an allowance was 
made of 2 cents per ton on all traffic in and out. It was stated that 
this allowance amounted on an average to about 40 cents a car. 

In 1906 the allowance was increased to $2.50 per car, and in 190P 
the allowances were fixed on the same basis as those of the Mononga* 
hela Connecting in Pittsburgh, 10 and 15 cents per ton. 

There are no depot facilities for handling less-than-carload freight, 
nor are there any public team tracks. The industrial railroad issues 
local bills of lading which are exchanged for bills of lading issued 
by the trunk lines. 

The industrial railroad is a member of the per diem agreement and 
is allowed a reclaim of five days, but supplies cars to the industry 
under the average demurrage rule. It is admitted of record that the 
industrial railroad receives the five days' reclaim whether the car is 
detained one day or five days, so that if a car is held only one day the 
difference of four days’ reclaim represents a profit to the industrial 
railroad. This reclaim, in effect, allows the industry the use of each 
car for five days, through its control of the railroad that receives the 
reclaim allowance, and the profit derived by the industrial railroad 
from reclaims is a direct benefit to the industrial company in that it 
reduces the cost of operating its railroad facility. The hire of equip¬ 
ment account in the annual report for the year ending June 30, 1911, 
which includes the reclaims, shows that the amount received in 
excess of the amount paid was $17,794.49. 

For the year ending June 30, 1911, the total operating revenue was 
$505,466.99, of which $7,183.50 was derived from passenger service, 
$488,084.03 from switching service, $9,413 from car demurrage, and 
$7S6.46 from rents and other miscellaneous items. The total oper¬ 
ating expenses were $409,539.02, leaving a net operating revenue of 
$95,927.97. There was other income to the amount of $28,383.09, 
making the gross corporate income for the year $100,614.34, which, 
after the deduction of amounts paid for miscellaneous rents and 
interest on loans, $19,387.13, left a net corporate income of $81,227.21. 
There was a surplus from previous years of-$276,349.44, making a 
total accumulated surplus on June 30, 1911, of $357,576.65. 

CUYAHOGA VALLEY RAILWAY. 

In this case, as in others elsewhere referred to, the plant facility 
tracks were taken over by a railroad company incorporated by the 
industry for the purpose of providing a common carrier operation in 
form, but since the plant track was taken over by the incorporated 
company the service has been substantially the same as that pre¬ 
viously conducted by the industrial company. 
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The plant and a part of the tracks were originally constructed by 
the Cleveland Furnace Company in 1902, and until 1900 the tracks 
were operated by the industrial company as a plant facility. In 
May, 1905, the Cuyahoga Valley Railway Company was incorporated, 
and in January, 1906, it leased from the industrial company all the 
tracks in anti around the plant. The terms of the lease are not given 
on the record. On December 10, 190S, all the tracks and equip¬ 
ment were sold to the Cuyahoga Valley Railway Company for 
8140,000, but the ownership of the land upon which the tracks are 
laid was retained by the furnace company and leased to the Cuyahoga 
Valley for an annual rental of $10,020 during the first five years, 
the rental thereafter to be such sum as might be agreed upon between 
the parties in interest; the industrial company owns all the capital 
stock of the industrial railroad, and, therefore, the payment of this 
rental, if it is paid, is in effect simply the transfer of funds from 
one pocket to another. The agreement further provided that the 
lease may be terminated at any time upon six months’ notice in 
writing. 

The tracks extend from a connection with the Baltimore & Ohio 
on the west side of the plant in an easterly direction crossing the 
Newburgh & South Shore and the Cleveland Belt & Terminal at 
grade near the plant inclosure, thence northerly through the plant to 
a connection with the Wheeling & Lake Erie at the northern boundary. 
The aggregate length of the tracks as they existed at the time of 
the hearing is not disclosed on the record; but in the annual report 
for the year ending June 30, 1911, the total trackage is stated to be 
14 miles, of which 1 mile is designated as main track and 13 miles 
as yard tracks and sidings. The equipment consists of 4 locomotives, 
12 steel flat cars, and 30 ore dumps. 

The plant of the Cleveland Furnace Company consists of two blast 
furnaces for the manufacture of pig iron and by-products. The only 
other industries served by the Cuyahoga Valley are the plants of the 
Semet-Solvay Company and M. A. Callahan; both are located on the 
property of the industry. The Semet-Solvay Company manufac¬ 
tures soda ash, coke, and other products of coal, and leases its whole 
plant from the furnace company under a contract by which the fur¬ 
nace company furnishes the coal and receives all the coke that is made 
from the coal, on which it pays the conversion charge, the amount of 
which is not stated of record. The other products of the coal belong 
exclusively to the Semet-Solvay Company. It is stated that under 
6ome form of agreement the operation of this plant will eventually 
be taken over by the furnace company and the by-products other 
than coke will be handled by the Semet-Solvay Company as sales 
agent. Under the present arrangement the Semet-Solvay Company 

20 i. c. c. 

* 


INDUSTRIAL RAILWAYS CASE. 


303 


pays no rent for the use of the plant, that being a part of the con¬ 
sideration for coking the coal. M. A. Callahan operates a sand 
business and pays the furnace company a rental of $1 per car of sand 
shipped. As elsewhere stated, sand is used in considerable quan¬ 
tities at all steel plants, and it is probable that a large part of the 
sand from the Callahan plant is consumed by the furnace company. 

The industrial railroad performs all switching service between the 
plants of the Cleveland Furnace Company, the Semet-Solvay Com¬ 
pany, and M. A. Callahan, and the interchange points with the con¬ 
necting carriers. Inbound shipments for the furnace company con¬ 
sist mostly of coke, coal, limestone, and miscellaneous material, 
such as clay, timber, and building material. Most of the ore comes 
in by boat and is carried to the furnaces by a conveyor device, but 
there are occasions when ore is loaded on cars and switched by the 
industrial railroad from the dock to the bins. The finished product 
is loaded at what is knowm as the grading yard and switched by the 
industrial railroad to the various trunk line connections. 

It is shown on the record that of the total number of cars handled 
during the year 1911, 27,649 cars, or 93.9 per cent, were handled for 
the furnace company, 386 cars, or 1.3 per cent, for the Semet-Solvay 
Company, and 1,424 cars, or 4.8 per cent, for M. A. Callahan. 

In addition to the interchange switching the industrial railroad 
performs internal switching for the furnace company, which consists 
chiefly of moving ladles of hot metal from the furnace to the pigging 
machines. Whether this service is performed on tracks owned by the 
industrial railroad or by the furnace company is not stated of record. 
It was stated by the principal witness that it is not practicable or 
feasible to handle the inbound raw material in any manner other than 
that in which it is now handled by the industrial railroad. The bins 
at the furnace are of very small capacity and there must be a con¬ 
tinuous service of placing cars for unloading in order to keep material 
going into the furnace as fast as needed. From the standpoint of the 
furnace company it is not so much the regularity of the switching 
service or regular hours for the placing of ores, coke, and limestone; 
it is more the constant attendance with the material for unloading, so 
that the bins will at all times contain sufficient material for the regular 
operation of the furnace. The loads must be placed as fast as the 
bins are empty. If the trunk lines undertook to make direct delivery 
of the raw material, there would be much confusion and delav, and the 
objection to the arrangement for one of the trunk lines to furnish the 
locomotive and perform the switching service for all of the lines is 
that it would be difficult to get prompt action out of an official who 
is far away and not particularly interested in giving prompt service. 

The witness admitted that the industrial railroad is now doing for the 
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furnace company substantially what the furnace company formerly 
did for itself. 

The industrial railroad charges $2.50 per car for all switching 
movements, including interworks switching for the furnace, with the 
exception that for the movement of hot metal it charges $1 per ladle, 
which includes the return of tho empty ladle. No material, such as 
slag and other refuse, hauled to the dumping ground is handled free. 
The connecting trunk lines absorb the switching charge on interchange 
movements when their rates are 50 cents per ton or more. For any ore 
that is loaded on cars to he transferred from the ore dock to certain 
specified bins the furnace company pays the industrial railroad $2.50 
per car. Before the river was dredged the ore was unloaded on the 
docks of the Wheeling & Lake Erie, about 1$ miles north of the 
present location of the furnace, and brought down to the furnace in 
dump cars by the Wheeling & Lake Erie to the trestles, where the ore 
is stored. The witness could not remember what charge was made by 
the Wheeling & Lake Erie for this service, but stated that a certain 
rate per ton was paid by the furnace company and that a refund of 
the same rate per ton was made on the outgoing pig iron. It was, 
in fact, a milling-in-transit arrangement. This practice was discon¬ 
tinued some years ago. 

The industrial railroad issues bills of lading for shipments destined 
for delivery in the city of Cleveland, but on interchange business with 
the trunk lines involving a line haul the industrial railroad’s bill of 
lading is taken up and the bill of lading of the trunk line substi¬ 
tuted. There appears to be an unusual arrangement between the 
industrial railroad and the connecting trunk lines for the interchange 
of cars, which, in effect, gives to the furnace company the benefit of 
double the free time accorded to industries under the demurrage 
rule in the tariffs, although the form of applying the rule is accom¬ 
plished by charging demurrage against the industrial company for 
the time the car is held in excess of 48 hours. If the demurrage 
charge is paid by the industry, it goes into the treasury of its indus¬ 
trial railroad and ultimately back to the industry either in the form 
of dividends or by reducing the expense of its railroad operation. 
The industrial railroad is not a member of the per diem association, 
but pays the Baltimore & Ohio and the Wheeling & Lake Erie the 
regular per diem rate for any time over four days in handling loaded 
cars. No reclaim is allowed for the time not taken. This arrange¬ 
ment is covered by a form of contract between the Cuyahoga Valley 
and the Baltimore & Ohio and the Wheeling & Lake Erie. These 
contracts were made May 1, 1911, and provided, among other things, 
that the trunk lines would, be responsible to car owners for all per 
diem accruing and allow the Cuyahoga Valley the actual time re- 
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qu:red to perform the service and for the loading and unloading 
the total allowance on any one car not to exceed four days, except 
when loaded cars are reloaded after being made empty, in which case 
the Cuyahoga Valley will be allowed additional time for the reloading, 
the total allowance on any one car not to exceed eight days. It was 
also pro\ ided that the ( uyahoga \ alley will not render any per 
diem report whatever to the owners of the equipment and that it will 
assess and collect demurrage under the national car-demurrage rules 
on interstate traffic and under the rules promulgated by the Railroad 
Commission of Ohio applying on state traffic. 

Prior to May 1, 1911, demurrage charges accrued against the 
Cleveland Furnace Company from the time a car was delivered to the 
Cuyahoga Valley Railway until such car was returned by the Cuya¬ 
hoga Valley, while since May 1, 1911, demurrage charges on any car 
have accrued against the Cleveland Furnace Company only during 
the time the car was in possession of the furnace company. From 
May 1, 1910, to March 1, 1911, the amount of demurrage paid was 
$4,896; from May 1, 1911, to March 1, 1912, the amount paid was 
$2,966, and being paid to the industrial railroad it was only a transfer 
of the amount from one pocket to the other. 

The annual report for the year ending June 30, 1911, shows the total 
operating revenue for switching $61,332.53; car service, $321.20; 
total, $61,653.73; operating expenses for the same period, $54,435.14; 
net operating revenue, $7,218.59; after the payment of taxes, 
$5,847.96, the net corporate income for the year was $1,370.63. For the 
previous year the expenditure exceeded the income by $766.24, which 
left a net surplus on June 30, 1911, of $604.39. The Cuyahoga Valley 
filed its first annual report for the year ending June *30, 1910, and 
keeps its accounts in accordance with the methods prescribed by the 
Interstate Commerce Commission. The railroad company keeps 
separate books of accounts and a separate bank account, but there is 
a joint arrangement between the railroad and the furnace company 
for the clerical work. 

RIVER TERMINAL RAILWAY. 

In this case we have a furnace company, a dock company, and an 
industrial railway company, each separately incorporated, but all 
owned in the same interest and being one investment. 

The River Furnace Company, located at Cleveland, Ohio, has a 
modern furnace for the manufacture of pig iron; it was organized a 
number of years ago under the name of the River Furnace & Dock 
Company, and operated under that name until the expiration, in 1907, 
of its lease of the property then occupied by it on the Cuyahoga River. 
In December, 1909, the River Terminal Railway Company and the 
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River Dock Company were separately incorporated and the River 
Furnace Company purchased 41 acres of land at another location and 
built a new’ plant, which at the time of the hearing had a capacity of 
800 tons of pig iron per day. Some of this land of the furnace com¬ 
pany is leased to the dock company, and some to the River Terminal 
Railway. The River Terminal Railway, at the time of its incorpora¬ 
tion, took over under lease for a term of 50 years from January 1, 1910, 
all the railroad tracks owned by, and located on the property of, the 
furnace company, and which had theretofore been operated by the 
furnace compan} T with its ow T n powder as a plant facility. The tracks 
so leased consisted of 6.30 miles, of which 1.50 miles are designated as 
main line and 4.80 miles as yard tracks and sidings. The lease pro¬ 
vides for the payment of a rental of 85,000 a year, in addition to 
which the industrial railroad performs all internal switching of cars 
for the furnace company without charge. The equipment is owmed 
by the industrial railroad, and consists of three locomotives and six 
steel gondolas. 

It is stated of record that the furnace company has made plans for 
the erection of a new T steel plant on the opposite side of the Cuyahoga 
River, where it has recently purchased about 61 acres of land, and 
that a bridge will be built across the river and the tracks of the indus¬ 
trial railroad extended to the new plant. 

The trunk line connections are the Baltimore & Ohio and the 
Wheeling & Lake Erie; it also connects with the New r burgb & South 
Shore Railroad, owned by the American Steel & Wire Company. 
The right of way of the Wheeling & Lake Erie Railroad originally 
extended through the middle of the property of the furnace com¬ 
pany, but this right of way was conveyed to the furnace company 
in exchange for the present right of way of that line, the furnace 
company bearing the expense of moving the tracks, whkh amounted 
approximately to 8160,000. The removal of the Wheeling & Lake 
Erie tracks also involved an arrangement with the Newburgh & South 
Shore for the elevation of the Wheeling & Lake Erie tracks, so that 
the tracks of the Newburgh & South Shore could pass under them, 
and the Newburgh & South Shore paid 837,555.24 of the 8160,000 
expended for relocating the Wheeling & Lake Erie tracks. In addi¬ 
tion there w as an exc hange of right of w ay between the Newburgh & 
South Shore and the furnace company, the two companies exchanging 
acre for acre, and the furnace company paying the Newburgh & South 
Shore for the excess acreage received, on a basis of 810,000 per acre. 
The explanation made of record of these transactions is that the 
furnace company went to the expense for the purpose of making 
available for manufacturing purposes a property wdiicli was cut in 
two by a railroad and paid the amounts indicated simply because it 
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was the only means by which that tract of land could be made 
available. It may fairly be inferred, however, that one purpose for 
excluding the trunk line from the property to be occupied by the 
industry was to provide for a service by the industrial railroad 
between the plant and the trunk line. 

The property occupied by the River Dock Company, which oper¬ 
ates a merchant dock equipped with three unloaders of a capacity of 
1,000 tons an hour, is leased from the furnace company for a con¬ 
sideration of $2,500 per year and the further consideration that the 
dock company will move the ore from the dock to the ore bins at the 
furnace free of charge. It is stated, however, in a letter received 
from the witness subsequent to the hearing that for the movement of 
ore from the dock to the furnace the furnace company pays the dock 
company 3 cents per ton. The equipment used in this work is electri¬ 
cally operated and the furnace company furnishes the power for which 
it makes a charge against the dock company. In 1910 there were 
525,000 tons of ore handled over the dock and in 1911, 691,000 tons. 
It is stated that only about 3,000 tons were handled for others than 
the controlling interests in each of these two years. The 3,000 tons 
in each instance were handled for the Central Chemical Company. 

It is not apparent on the record that there are an}’ industries 
served by the industrial railroad except that of the controlling 
interests. 

The industrial railroad performs all interchange switching between 
the plant of the furnace company and the interchange points with 
the connecting trunk lines and also switches cars between the dock 
and the connecting trunk lines for the shipments of ore. The traf¬ 
fic interchanged with the Erie, the New York Central lines, and the 
Pennsylvania Company must necessarily pass over the rails of the 
Baltimore & Ohio, the Wheeling & Lake Erie, or the Newburgh & 
South Shore. The industrial railroad also performs all internal switch¬ 
ing for the furnace company, such service being performed free as a 
part of the consideration for the lease of the tracks. 

The tracks on the dock property are included in the lease to the 
industrial railroad and are used in connection with the ore shipped 
out. The track scales are owned by the furnace company, but are 
operated by a joint employee of the industrial railroad, the furnace 
company, and the dock company. 

After the River Terminal Railway was completed at the new loca¬ 
tion of the furnace company in 1910, the Baltimore & Ohio agreed 
to allow the industrial railroad 10 cents per ton out of the through 
rate on certain classes of material and 15 cents per ton on other 
classes, but it is stated that all the traffic handled by the industrial 
railroad takes the 10-eent allowance. The understanding with the 
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Baltimore A Ohio was that the allowance to the River Terminal 
Railway C ompany shall continue so long as it is paid to the Lake 
Terminal Railway at Lorain, Ohio, and that any changes in the 
arrangement with the Lake Terminal shall also apply to the River 
Terminal. 

A similar arrangement was made with the Wheeling & Lake Erie, 
and a tariff was issued providing for the allowances of 10 cents and 
15 cents per ton, but this tariff was later canceled, and the Wheeling 
& Lake Erie issued a tariff allowing the River Terminal $2.50 per 
loaded car, both inhound and outbound. This change in the allow¬ 
ances was not accepted by the River Terminal because the allow¬ 
ances of 10 cents and 15 cents per ton were still being paid to the 
Newburgh & South Shore and the Lake Terminal. Since the allow¬ 
ances were reduced to $2.50 per car the industrial railroad has 
accepted no payment from the Wheeling & Lake Erie because it 
believed it was being discriminated against in favor of the Lake 
Terminal and the Newburgh & South Shore. No divisions or allow¬ 
ances were ever received from the Newburgh & South Shore. The 
Pennsylvania Company, the New York Central lines, the Lake Shore, 
and the Big Four refused to make any allowances or divisions, but 
the Erie allows $2.50 per car under a published tariff. All the 
allowances apply on shipments where the freight rate is 50 cents or 
more per ton, except that in the case of the Baltimore & Ohio an allow¬ 
ance is made on certain commodities where the freight rate is 40 
cents or more per ton, and for other shipments 25 per cent of the 
rate. In addition to the allowances made to the industrial railroad, 
the dock company also receives 2 cents a ton when the ore moves 
without being unloaded on the dock, and 10 cents per ton when the 
ore is first placed on the dock and subsequently loaded into cars and 
forwarded. 

An interesting feature in connection with the service performed by 
the industrial railroad is the statement made of record that on ore 
shipments over the dock routed by way of the Pennsylvania Company 
or the New York Central lines the industrial railroad receives no allow¬ 
ance or switching charge of any kind, although it receives allowances 
from the Baltimore & Ohio and the Erie for the same service. In 
1911, 2,292 cars of ore were routed over the Pennsylvania Company, 
on which no allowance was made to the industrial railroad for 
switching. The distance covered by the switching of cars of ore from 
the dock to the Baltimore & Ohio and the Wheeling & Lake Erie 
connections is approximately three-fourths of a mile. The movement 
from the furnace to these two connections is about one-fourth of a 
mile. 

The industrial railroad issues no bills of lading. The bills of lading 
are made out by the dock company and the furnace company for their 
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respective shipments, and are signed by the trunk lines over which 
the shipments are routed. 

The River Terminal Railway Company is not a member of the per 
diem agreement. The furnace company pays demurrage to the trunk 
lines under the average rule. 

UPSON NUT COMPANY. 

n2 P !f n Ai° f this J com P an y is located on the Cuyahoga River at 
eveland, Ohio, and covers an area of about 25 acres, bounded on 

he FH ^"1 T y A the ! raCkS ° f the Big FoUr ’ on the 30ut h by 
the Erie Railroad, and on the west by the river. The plant is com- 

posed of three departments-the furnace department, the steel plant, 

and the nut and bolt works-and the combined plants employ an 

aggregate of about 1,600 men. The nut company has abouf 41 

miles of railroad tracks located within the plant inclosure, which it 

,n ,'l v' V1 v. C0 r n0tl r S; “ haS 6 gondolas and 6 hot-metal ladles, 
m addition to which it has 51 ingot buggies and 42 scrap buggies. 

Ail internal and interchange switching at the furnace and steel depart¬ 
ments is performed by the power of the industry, but all switching 
at the nut and bolt department, both internal and interchange is 
performed by the trunk lines. For the movement of the interchange 
traffic the industry uses two tracks of the Erie Railroad, aggregating 

“ length . f. 8 feet - T be average distance covered by Ill inter 
change switching is 2,540 feet. It is stated on the record that the 
reason the trunk lmes do not enter the furnace and steel depart¬ 
ments and perform the service there, just as they do at the nut and 
o department, is that it is necessary for the industry to keep an 
engine at the furnace and steel departments for the frequent move¬ 
ment of hot metal and ingots, and these movements must be made 
at the times required by the industry, and could not be conducted 
successfully unless the locomotive were under the immediate control 
of the industry. It is asserted that the cost of the service is greater 
than the amount received in allowances from the carrier, and that 

the reason that it is continued at a loss is that in no other way could 
the work be done satisfactorily. 

No allowances have been received from the Wheeling & Lake Erie 
since anuary ], 1911. Before that time an allowance of $1 per 
car was received. The Erie Railroad has an arrangement with the 

assumes one-third of the 
cost of switching, the remaining two-thirds being prorated between 

the two companies on the basis of the number of cars handled for 
each. This arrangement includes the interplant movement and also 
the cost of mam taming and operating locomotives, which is said to 

r n W n en 75 Cents and 90 cents P er car handled. It is stated of 
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record that the actual cost of the switching for the calendar year 
1911 was $18,101.56, and that the nut company received from the 
Erie Railroad $6,041.11 under the agreement for prorating the switch¬ 
ing cost. The average cost per car handled was $2.19, and the aver¬ 
age prorated cost $1.46 per car. lor the movement of the material 
from the steel department to the nut and bolt department the indus¬ 
try pays the trunk line 15 cents per ton. 

ETNA & MONTROSE RAILROAD. 

This is one of several instances of the incorporation of tracks that 
had been constructed and operated by the industrial company as a 
necessary plant facility and where the character of the service was in 
no wise changed after the incorporation. 

The Carnegie Steel Company, a subsidiary of the United States 
Steel Corporation, has a plant at Etna, Pa., known as the Isabella 
Furnace, which manufactures ferromanganese and pig iron and 
employs between 400 and 450 men. 

As a facility for the furnace operations the steel company con¬ 
structed, and operated with its own power, a system of yard tracks 
and sidings, which connected with the Baltimore & Ohio and the 
Pennsylvania railroads, the tracks of which adjoin the plant property. 
In 1896 the steel company incorporated the Etna & Montrose Railroad 
Company, which took over the 2.52 miles of track and right of way in 
exchange for its total capital stock of $60,000. This stock is still 
owned by the steel company. 

The track and right of way which was thus taken over by the rail¬ 
road company consisted of the two outside tracks surrounding the 
plant and included the connections with the trunk lines. It will 
therefore be seen that by the incorporation of these tracks it became 
impossible for the trunk lines to reach the plant except over the 
tracks of the industrial railroad. It has the secondary effect of 
restricting the public which this railroad may serve to the plant 
around which it is built. At the time of the hearing the total oper¬ 
ated trackage was 9.12 miles, of which 2.52 miles were owned by the 
industrial railroad and 6.60 miles were under lease to it from the steel 
company. The equipment is also leased from the steel company and 
consists of 5 locomotives and 14 cars, the consideration for the lease 
of the tracks and cars being $10,000 per annum. All the tracks are 
located in and around the plant. It is stated that during the past 
10 years the steel company has furnished to the industrial railroad 4 
miles or more of additional track, but the annual rental has not been 
increased. 

Its annual report for the year ending June 30, 1911, shows the 
total investment in the road and equipment, less depreciation, to be 
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$65,457.85. The Commission’s examiners found that the original 
> cost of the roa(1 - approximately $26,000, had been charged to profit 
and loss account, and the cost of three of the locomotives which had 
been reported as owned is charged variously to maintenance of equip¬ 
ment, profit and loss, and improvements. It was also found that 
there is set up as an offset to the capital stock of $60,000 the lease¬ 
hold interest that the Etna & Montrose has in the tracks that it 
leases from the steel company. 

The engineers employed by the steel company to make a valuation 

of the property placed the total value of the tracks and equipment 
at $45,000. ^ y 

The tracks of both the Baltimore & Ohio and the Pennsylvania 
railroads parallel and adjoin the property line of the industry, one on 
the north side of the plant and one on the south side. The right of 
way of the Baltimore & Ohio runs directly through the plant property, 
and it is apparent that inbound and outbound traffic could be picked 
up and delivered by the trunk lines directly at the plant. 

The industrial railroad performs all interchange and interworks 
service for the steel company and operates all the tracks in and around 
the furnace. A certain portion of the cost of operating one of the 
locomotives used in plant service, such as the movements of hot- 
metal ladles and the placement of miscellaneous cars, is paid to the 
industrial railroad by the steel company, in addition to a charge of 
$1.50 per car, but this agreement for a division of the cost does not 
apply to any business interchanged with the trunk lines. The average 
daily inbound traffic amounts to 665 tons, outbound 254 tons; but 
when the plant is running at its full capacity the inbound freight 
averages 4,500 tons per day and the outbound about 1,300 tons per 
day. No traffic is handled or service performed for others than the 
controlling industry. 

The industrial railroad received allowances from the connecting 
trunk lmes of $2.25 per car on ore, $1.75 on coke, and $1.60 on lime¬ 
stone. For all other switching a charge is made against the industry 
of $1.50 per car. No allowances are made by the trunk lines on 
outbound traffic. Cars are interchanged with the trunk lines under 
the demurrage rules; it is said that all demurrage is billed against 
the steel company and paid directly to the trunk lines. 

The assistant superintendent of the Etna & Montrose is said to be 
employed by both the Carnegie Steel Company and the industrial 
raihoad, but his entire salary is paid by the steel company. The 
salaries of the other employees are paid bv the industrial railroad. 

For the year ending June 30, 1911, the total operating revenue was 
$28,193.40; the operating expenses aggregated $37,190.92; and an 

operating deficit of $8,997.52 is shown. Including the payment of 
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taxes, rentals, and other charges against income the total deficit for 
the year amounted to $13,259.64. There was, however, an accu¬ 
mulated surplus from previous years of $20,176.89, which left a net 
surplus on June 30, 1911, of $6,917.25. 

The industrial railroad files annual reports and keeps its accounts 
in the prescribed form. 

PITTSBURGH, ALLEGHENY & M’KEES ROCKS RAILROAD. 

The Pressed Steel Car Company operates two plants for the man¬ 
ufacture of railway equipment, one located at Allegheny, covering 
about 16 acres, and the other on the opposite side of the Ohio 
River at McKees Rocks, covering about 46 acres. The two plants 
employed about 4,000 men at the time of the hearing, but when run¬ 
ning at full capacity about 7,500 men are required. Together they 
have a capacity for building about 150 freight cars per day and about 
22 passenger cars per month. In addition to its own plant the car 
company controls the Pennsylvania Malleable Company and the Cen¬ 
tral Car Wheel Company, located in the vicinity of the McKees Rocks 
plant. The malleable company’s plant has a capacity for 2,500 tons 
per month and the wheel company a capacity of 700 car wheels per 
day. As a facility in its industrial operations the car company origi¬ 
nally had an aggregation of tracks around its two plants, which were 
known as the North Shore Terminal Railroad, incorporated in 1898 
with a capital stock of $100,000 and having 4.90 miles of track; the 
Pittsburgh & Allegheny Railroad, incorporated in 1899 with a capital 
stock of $100,000, having 4.90 miles of track; and the McKees Rocks 
Railroad, incorporated in 1899 with a capital stock of $50,000, having 
4.50 miles of track. In September, 1899, the Pittsburgh, Allegheny 
& McKees Rocks Railroad Company was incoiporated with a capital 
stock of $250,000, and the three separate lines were consolidated under 
that name. The three railroad properties were then owned by the 
car company and were transferred to the new consolidated railroad 
company in exchange for its capital stock. The car company there¬ 
fore has complete ownership of the industrial railroad. 

The latter at the time of the hearing consisted of two divisions hav¬ 
ing no physical connection with each other, a part of the tracks being 
located at the McKees Rocks plant and a part at the Allegheny plant. 
The tracks at the McKees Rocks plant aggregated 12.96 miles and at 
the Allegheny plant 3.81 miles. Of this total of 16.77 miles, only 3.15 
miles are designated as main line. The remaining 13.62 miles con¬ 
sist of yard tracks and sidings. In addition to these tracks the indus¬ 
trial railroad operates 5.85 miles of sidings that are owned by the car 
company and 1.16 miles of sidings owned by the Pennsylvania Malle¬ 
able Company and the Central Car Wheel Company, making a 
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total operated trackage of 23.78 miles. It is not apparent that 
any rental is paid for the use of the plant tracks. The equipment 
consists of 10 locomotives and 132 cars. The industiial railroad did 
not own the right of way on which its tracks are laid until a short time 
before the hearing. Under date of April 18, 1910, the car company 
deeded to the industrial railroad, for a consideiation of 8238,605, the 
easement over a right of way aggregating about 124 acres at McKees 
Rocks, and on June 1, 1911, for a consideration of 8152,175, an aggre¬ 
gate of about 25 acres at Allegheny, reserving certain portions of the 
Allegheny property for the use of the car company. 

The trunk line connections are the Pittsburgh & Lake Erie, Pitts¬ 
burgh, Chartiers & Youghiogheny at McKees Rocks, and the I enn- 
sylvania and Baltimore & Ohio at Allegheny. It is stated that 
neither the Pennsylvania nor the Baltimore & Ohio maintains side¬ 
tracks at the point of interchange. 

The general character of service performed by the industrial rail¬ 
road for the proprietary company consists of the switching of empty 
and loaded cars between its several industries and their trunk line 
connections, together with all internal switching. The total trafhc 
handled during the year ending December 31,1911, amounted to 12,687 
loaded cars inbound, and 10,282 new cars outbound. The indus¬ 
trial railroad performs only a small portion of the switching service 
at the plant of the Pennsylvania Malleable Company and the Cen¬ 
tral Car Wheel Company, the major portion of the switching at these 
plants being performed by the trunk lines free of charge. Such 
switching as is necessarily performed by the industrial railroad at 
these two plants is charged for at the rate of $2.50 per loaded car, 
which is collected either from the trunk lines or from the industries. 
The tracks of these two plants are maintained by the industrial rail¬ 
road, for which tlae industries pay the actual cost plus 10 per cent. 

It is stated of record that the internal movements of cars at the 
Allegheny plant from June, 1911, to January, 1912, were ?,206 and 
at the McKees Rocks plant for the same period 4,165 cars. The 
lowest cost was 62 cents per movement at the McKees Rocks plant 
and 63 cents per movement at the Allegheny plant. This cost 
applies to each movement of a car both in and out and intramill, and 
practically covers the cost of operation, not including any overhead 
expenses, office expenses, maintenance of track, or the general invest¬ 
ment. The industrial railroad issues a switching tarill which also 
contains rules governing car demurrage and charges for weighing cars. 
This tariff provides for the free movement of granulated slag and clean 
ashes from all industries and sidings to the junction with the con¬ 
necting trunk lines; the disposition made ol the slag and other refuse 
is not stated of record but it may be assumed that this free movement 
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to the trunk lines is a method of disposing of at least a part of it. For 
all other movements of freight in carloads a charge is made of $2 per 
car for internal movements and $2.50 a movement to the junctions of 
the connecting trunk lines. On new freight cars delivered to the 
trunk lines the charge is 50 cents each; new baggage and combination 
cars and elevated, railway mail, and passenger cars $1 each; special 
movements $5 per hour for service of locomotive and crew in addition 
to the regular switching charge. 

The industrial railroad receives no allowances from connecting 
carriers, but the switching charges are absorbed by the Wabash- 
Pittsburgh Terminal and the Bessemer & Lake Erie at McKees 
Rocks, and the Buffalo, Rochester & Pittsburgh at Allegheny. 
These roads do not have direct connection with the industrial 
railroad; the intermediate service is performed by the Pittsburgh & 
Lake Erie. On cars interchanged with the Wabash-Pittsburgh 
Terminal this intermediate service covers a distance of approx¬ 
imately 2\ miles for which the Pittsburgh & Lake Erie makes a 
charge of 22 j cents per ton on noncompetitive business and 45 cents 
per ton on competitive business which is absorbed by the Wabash- 
Pittsburgh Terminal. The Bessemer & Lake Erie absorbs 60 cents 
per ton on both competitive and noncompetitive business in addition 
to the switching charge of the industrial railroad; the intermediate 
service in this case is also performed by the Pittsburgh & Lake Erie. 
The Buffalo, Rochester & Pittsburgh has an agreement with the 
Baltimore & Ohio under which cars are switched to the tracks of the 
industrial railroad at $1 per car, which is absorbed by the Buffalo, 
Rochester & Pittsburgh in addition to the charge made by the indus¬ 
trial railroad. The absorption by the Wabash-Pittsburgh Terminal 
varies from the charge that appears in the tariff of the industrial 
railroad. There are a few items, such as sand, brick, and fire clay, 
upon which the absorption is $1.60 per car, instead of $2.50 as 
named in the tariff. In such instances the industry is charged with 
the balance of the tariff rate. The switching charges of the in¬ 
dustrial railroad absorbed by the trunk lines cover only about 5 
or 6 per cent of the interchange traffic, and where the switching 
charge is not absorbed by the trunk lines it is collected from the 
industry. It is stated of record that for the year ending June 30, 1911, 
the absorption of switching charges by the Buffalo, Rochester & Pitts¬ 
burgh amounted to $103.50, by the Bessemer & Lake Eric $2,685, by 
the Wabash-Pittsburgh Terminal $1,407.80, miscellaneous absorption 
from misrouting $5, a total of $4,201.30; paid by the Pressed Steel 
Car Company $78,514.08, paid by other industries for local move¬ 
ments $208.6<, a total of $/8,722.75. Bills of lading and waybills 
for outbound traffic are issued by the connecting trunk lines. 
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The industrial railroad operates a ferryboat service between the two 
plants. The traffic of this ferryboat consists of passengers and less- 
than-carload freight. The passengers carried are principally em¬ 
ployees moving between the plants and their homes. The freight 
handled is an interplant movement between the various departments 
of the plant. During the year 1911 there were handled 1,860 tons 
of freight and 220,761 passengers, earning a revenue from these two 
sources of $11,888.97. The annual report for the year 1911 shows 
a total revenue from the operation of the ferry line of $5,506.28. 
The expenses of operating the ferryboat exceeded this amount by 
$1,564.53. 

The industrial railroad interchanges cars with the connecting trunk 
lines at McKees Rocks under the per diem rule and is allowed four and 
a half days’ reclaim for each loaded movement. For the period from 
1904 to 1911 the excess of reclaims over the per diem paid was 
$24,768.05. In this as in other cases in this proceeding the industry 
is relieved from the operation of the demurrage rule and benefits by 
the increased time covered in the reclaim period for loading or un¬ 
loading cars. The industrial railroad also derives a profit to the extent 
of the amount of reclaim allowed in excess of per diem paid. At the 
Allegheny plant cars are interchanged under the demurrage rule and 
only 48 hours are allowed for the return of the car. It is stated of 
record that in February, 1910, the industrial railroad requested the 
connecting trunk lines either to pay for the interchange switching 
service or perform the service themselves, but no action has been 
taken by the trunk lines. 

The annual report for the year ending June 30, 1911, shows that 
the operating expenses and other charges exceeded the revenues and 
other income to the amount of $19,387.49, but there was an accumu¬ 
lated surplus from previous years of $69,415.50 which, after various 
adjustments, left a net surplus for the year of $41,860.30. It is stated 
of record that a dividend of $5,000 was declared in December, 1910, 
but this dividend does not appear in the annual report for the year 
ending June 30, 1911. 

PITTSBURGH & OHIO VALLEY RAILROAD. 

At the time of the hearing the operation of the plants served by 
this road had been temporarily discontinued. The plants consist of 
two blast furnaces, one known as the Edith furnace having a capacity 
of about 450 tons of pig iron a day, which is located on the bank of 
the Ohio River at Allegheny; the other known as the Neville Island 
furnace having a capacity of from 450 to 500 tons of pig iron daily, is 
located on Neville Island, several miles down the Ohio River. These 
two furnaces are the property of and were originally operated by the 
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American Steel & Wire Company, but at the time of the hearing had 
been taken over by the Carnegie Steel Company, both being sub¬ 
sidiaries of the United States Steel Corporation. The Pittsburgh & 
Ohio Valley Railroad was incorporated in December, 1899, with an 
authorized capital stock of $500,000, of which $00,000 was issued and 
is now held by the American Steel & Wire Company. There are no 
bonds, but there is $100,000 due to the controlling interests. 

The industrial railroad consists of two disconnected sets of tracks. 
The one which is referred to as the Allegheny division is located be¬ 
tween Preble avenue and the Ohio River in Pittsburgh north side, 
and the other, referred to as the Neville Island division, is located at 
the eastern end of Neville Island. The two so-called divisions are 
about five miles apart, and so far as operation is concerned are two 
separate railroads. There is a total operated trackage of 12.78 miles, 
of which the Allegheny division has 1.18 miles and the Neville Island 
division 11.60 miles. The Allegheny division is entirely owned by 
the American Steel & Wire Company, but is operated by the indus¬ 
trial railroad under agreement. The tracks of the Neville Island 
division are owned by the industrial railroad, but the right of way is 
leased from the American Steel & Wire Company. Under the terms 
of the lease for the right of way on the Neville Island division and 
the right of way and tracks on the Allegheny division the industrial 
railroad performed certain switching to and from the plants free; 
the cost of tliis plant switching for the year ending June 30, 1910, 
amounted to $15,791, so that the industry received as compensation 
for the right of way and 1.18 miles of track the equivalent of $15,791. 
The total value of the property leased by the industry to its indus¬ 
trial railroad is stated to be $96,000. The equipment consists of 
3 locomotives and 1 car on the Neville Island division and 3 loco¬ 
motives on the Allegheny division. The annual report for the year 
ending June 30, 1911, shows a total investment for road and equip¬ 
ment, less accrued depreciation, of $174,386.85, but the valuation of 
the property made by engineers employed for that purpose is stated 
to be $280,541.56. 

The trunk line connections with the Allegheny division are the 
Baltimore & Ohio on one side of the plant and the Pennsylvania Com¬ 
pany on the other side, both immediately adjoining the plant. The 
Neville Island division connects with the Pittsburgh & Lake Erie and 
the Pennsylvania Company by means of the Pittsburgh, Chartiers & 
Youghiogheny Railroad, which is owned jointly by the two trunk 
lines. The Allegheny division serves the Edith furnace and the Neville 
Island division serves the Neville Island furnace; both of these fur¬ 
naces have been shut down for almost two years. The Allegheny 
division does not serve any other industry than the furnace of the 
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steel company; the Neville Island division serves the Ohio Valley 
Water Works ( ompany and one shipper of farm products, in addition 
to the furnace ot the steel company. When the plants are in opera¬ 
tion the general character of service performed is the switching of 
empty and loaded cars between the trunk line connections and the 
points of placement within the plants. It is stated that when both 
plants are in operation the industrial railroad handles about 800,000 
tons annually, 15 per cent of which is internal switching for the 
industry, and the balance is interchange switching between the 
plants and the trunk lines. 

During the operation of the plants the industrial railroad received 
allowances from the trunk lines of $2.25 per car on ore, $1.75 on 
coke, and $1.60 on limestone. For the switchiqg of all other com¬ 
modities handled the steel company is charged a rate of $1.50 per 
car. For outside switching a charge of $3 per car is made. 

The Neville Island division is a member of the per diem agree¬ 
ment and received four days’ reclaim. The Allegheny division inter¬ 
changes cars under the demurrage rule. In a statement filed of record 
it is shown that for the year ending June 30, 1910, the total per diem 
paid on foreign cars amounted to $14,040.05 and that the reclaim 
received during the same period amounted to $14,335.40. This indi¬ 
cates that there was not only a profit to the industrial railroad in 
the excess of reclaims over the per diem paid, but a considerable 
benefit to the industry through the increased time allowance for 
loading or unloading cars. The annual report for 1910 does not show 
that any demurrage was collected during that year. 

ELWOOD, ANDERSON & LAPELLE RAILROAD. 

This is an instance of the purchase by an industrial company of 
the switch tracks of a trunk line that formerly furnished all necessary 
facilities at the industry for delivering inbound material and for¬ 
warding outbound manufactured products. 

The plant of the American Sheet & Tin Plate Company at Elwood, 
Ind., is spread over about 23 acres of ground, all inclosed within a 
a fence; it consists of rolling mills and various other departments and 
buildings used in connection with the manufacturing operations. 
The company does not operate blast furnaces, but obtains its steel 
bars, pig tin, and other raw material from outside sources. 

The plant was originally owned by the American Tin Plate Com¬ 
pany, but was afterwards acquired, and is now owned, by the Ameri¬ 
can Sheet & Tin Plate Company, a subsidiary of the United States 
Steel Corporation. All the tracks within the plant inclosure were 
formerly owned and operated by the Pittsburgh, Cincinnati, Chicago 

& St. Louis Railroad (Pennsylvania Company), by which all the 
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plant switching service was performed. The ownership of the tracks 
did not include the right of way; the title to all the land within 
the plant inclosure remained with the industrial company. The 
record does not disclose the terms under which the trunk line 
constructed the tracks within the plant inclosure for the convenience 
of the industry. Whatever the arrangement was, it was apparently 
made with the former owners of the plant before its acquisition by the 
present owners through purchase. In 1897 the industrial company 
purchased all these tracks for the sum of $50,000. It thereupon incor¬ 
porated the Elwood, Anderson & Lapelle Railroad Company, with a 
capital stock of $50,000. The tracks were then transferred by the 
industry to the incorporated railroad company in exchange for the 
$50,000 of capital stock. All of this stock is owned by the industry. 

It is stated that practically none of the old tracks so purchased 
from the Pennsylvania Company now exist, but that all have been 
rebuilt; it is also said that the old connecting track leading from 
the Pennsylvania right of way into the plant has been removed; 
the reason assigned for this is that the connection was inconven¬ 
iently located for receiving and forwarding freight. At this time there 
are 4.51 miles of tracks, of which 1.11 miles are designated by the 
industry as main line and 3.40 miles as side tracks. All the tracks are 
located within the plant inclosure, except the track extending about 
7,000 feet beyond the north end of the plant to the connection with 
the New York Central lines. This track extends over the land of 
the industry from which the right of way is leased, except a few 
short strips that areowmed by the industrial railroad. All the right 
of way within the plant inclosurc is also leased from the industry. 
The lease for this right of way was made by the American Tin Plate 
Company under date of May 17, 1898, and leases to the industrial 
railroad certain described real estate for a term of 99 years. The 
lease provides among other things that the industrial railroad shall, 
during the term of the lease, have the exclusive right of railroad 
entrance into and upon the grounds of the plant of the tin plate 
company and the doing of all the switching of all the freight deliv¬ 
erable to and from their plants and manufactory for the full period 
of the lease, and the industrial railroad agrees to perform such switch¬ 
ing service in the proper manner whenever demanded by the tin 
plate company, as far as practicable, and that the compensation to 
the industrial railroad for all such switching shall be paid by the 
lines of railways delivering or receiving such freight, it being the 
intent and agreement of both parties that the tin plate company 
shall not be put to any expense for such switching service upon its 
property. 

It is stated that the industrial railroad owns about 80 acres of right 
of way and land. This includes some building lots north of the plant 
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apparently utilized for storage tracks and for the tracks that extend 
beyond the plant inclosure at the south end; also the right of way 
for a proposed extension to Anderson, Ind., a distance of about 15 
miles. At the south end of the plant the tracks of the Pennsylvania 
Company extend for some distance along the property line of the 
industry. The tracks of the industrial railroad extend for several hun¬ 
dred feet beyond the property line of the plant, but the actual track 
connection is apparently about 300 feet from the plant inclosure. 

In addition to the standard-gauge tracks of the industrial railroad 
the tin plate company operates a system of narrow-gauge tracks for 
the distribution of material around the plant. A part of the standard- 
gauge track is equipped with a third rail for convenience in handling 
the narrow-gauge equipment. The equipment of the industrial 
railroad consists of 2 locomotives, 1 flat car, and 2 coal cars. 

The cost or investment in the property as shown by the annual 
report for the year ending June 30, 1911, less depreciation, is $102,- 
477.81. The valuation placed on the property by a committee of 
engineers employed by the industry is stated to be 898,075, but it is 
admitted that this valuation includes all of the right of way, except 
that on the line of the proposed extension to Anderson, Ind., when, 
as herein stated, a considerable part of the right of way is owned by 
the industry. 

The principal service performed by the industrial railroad is the 
switching of empty and loaded cars between points of loading and 
unloading within the plant and the point of interchange with the 
connecting trunk lines. It does only a small part of the intermill 
switching, that service being performed by the industry with other 
power. It is admitted that the service of the industrial railroad differs 
from that originally performed by the trunk line only in that it is 
much more prompt and more efficiently meets the manufacturing 
requirements; otherwise it is the same character of work. There are 
spotting facilities for only four cars of coal at one time; therefore it 
is ordinarily necessary to spot cars of coal as often as three times a 
day. Occasionally there are emergency calls for coal, and the service 
must be conducted in such a way that prompt response can be made. 
The principal witness admitted that the trunk lines could perform the 
same service as the industrial railroad if they were so inclined. In¬ 
bound shipments of raw material must be placed promptly when 
actually required to meet the demands of the industrial operation, 
and the industrial railroad adjusts its switching service to meet the 
demands of the plant. The peculiar nature of the tin-plate business 
requires that a car containing bars of a certain dimension or size 
must be brought in at very frequent intervals and on extremely short 

notice. In other respects the requirements of the industry must be 
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met, and the industrial railroad, it is said, offers a better service than 
was formerly had from the trunk lines. 

Previous to the incorporation of the industrial railroad the Pitts¬ 
burgh, Cincinnati, C hicago & St. Louis Railroad, as heretofore ex¬ 
plained, owned all of the tracks in and around the plant and per¬ 
formed the switching for the American Tin Plate Company. The 
Lake Erie & YV estern at that time had no connection with the plant, 
but participated in the traffic in and out by absorbing the switching, 
charges of the Pennsylvania Company, $2 per car on inbound and $4 
per car on outbound business. When the industrial railroad was in¬ 
corporated and took over the tracks in 1898 it adopted the same 
charges, $2 per car on inbound and $4 per car on outbound business. 
These charges are absorbed by the trunk lines. The charge for inter- 
mill switching for the industry is $2 per car. 

Cars are interchanged with the connecting trunk lines under the 
demurrage rule, demurrage being charged against the industry. It 
is stated that the industrial railroad has no demurrage rules of its own, 
but enforces the demurrage rules of the connecting trunk lines. The 
industrial railroad was formerly a member of the American Railway 
Association and at that time interchanged cars with the connecting 
trunk lines under the per diem rule and made reclaims. 

During the year ending June 30, 1911, the industrial railroad han¬ 
dled 14,785 cars, from which it derived a revenue of $20,201.86. Of 
this revenue, $5,530.08 was received from the industry for interworks 
switching and $14,671.78 from the trunk lines for interchange switch¬ 
ing. The only traffic handled for outside interests was 25 cars of 
gravel, from which a revenue of $51 was derived. In 1911 there was a 
dividend of $4,000 paid, causing a deficit for the year of $2,997.14, 
but there was an accumulated surplus from previous years of 
$55,653.08, which left a net surplus on June 30, 1911, of $52,655.94. 

The rails of the two trunk lines extend to the property of the 
plant and can furnish all necessary facilities for bringing in raw 
material and taking out the manufactured product; and it is admitted 
that the only reason for organizing and conducting the industrial 
railroad is that a plant railroad under the immediate control of 
the industry is better adapted to the economical conduct of the 
manufacturing operations than any service the trunk lines can offer, 
and that by controlling the industrial road the service in connection 
with the inbound material and outbound product can be extended 
and controlled to meet the requirements of the industry. 

MONONGAHELA CONNECTING RAILROAD COMPANY. 

The Monongahela Connecting Railroad is perhaps, from an his¬ 
torical standpoint, the most important of any of the properties which 
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are parties to this proceeding. Here terminal allowances had their 
inception, and the growth of this industrial line fairly reflects the 
many advantages resulting from the granting of these allowances. In 
tracing the development of this remarkable operation it may not be 
inappropriate to detail a few of the facts that concern its early his¬ 
tory and to relate some of the events which have had a direct bearing 
upon the trend of the whole iron and steel industry for more than 25 
years. 

In the early eighties Lauglilin & Company, Limited, owned two 
blast furnaces, known as the Eliza furnaces, situated on the north 
bank of the Monongahela River in Pittsburgh. Their combined 
capacity was about 145 tons of iron per day, which at that time was 
considered a very large output. A year or two later an additional 
furnace was constructed and the daily capacity then amounted to 
about 250 tons. In the vicinity of the Eliza furnaces were several 
other industries not affiliated with Laughlin & Company, limited, a 
coke-producing plant, some copper works, a rolling mill, gas works, 
and other manufactories. On the opposite side of the Monongahela 
River, down the stream, Jones & Laughlin, Limited, operated rolling 
mills and a steel plant. At that time there were only four railroads 
entering Pittsburgh. The Pittsburgh & Lake Erie Railroad came 
in on the south side of the river at Twenty-second street, termin¬ 
ating at the steel plant of Jones & Laughlin, Limited; the Pittsburgh, 
Virginia & Charleston Railroad (now known as the Monongahela 
division of the Pennsylvania Railroad) was also on the south side 
a short distance from the Pittsburgh & Lake Erie Railroad, and 
also terminating close to the steel works; extending up and down 
the north side of the river was the Baltimore & Ohio; and leading 
off from this line at a point near the furnace of Laughlin & Company, 
Limited, was the Pittsburgh Junction Railroad, an independent 
railroad later acquired by the Baltimore & Ohio. 

There was no bridge by which the cars from either of the lines on 
the south side could be transferred to or from the two railroads on 
the north side. The Pittsburgh & Lake Erie Railroad could not reach 
the industries along the north shore, and there was no interchange 
connection with the Baltimore & Ohio, except by car ferry operating 
from Twenty-second street, south side, to Glenwood, nur could it 
reach the Pittsburgh Junction Railroad. The Pittsburgh, Virginia & 
Charleston Railroad was similarly situated, but had no car-ferry 
connection. 

For many years the ore that was transported to Pittsburgh by rail 
was unloaded on the public team tracks of the various lines and 
hauled to the several furnaces in and around the city, to that of 
Laughlin & Company, Limited, among the others. The record con 
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tains a number of references to the extent of the teaming that was 
necessary to convey ore and other raw material to the furnaces and 
the many difficulties encountered in handling the manufactured iron 
by wagon. At the argument counsel graphically described the long 
procession of horses slowly dragging the ore-laden wagons and the 
cumbrous pieces of manufactured iron through the streets of Pitts¬ 
burgh, up and down the hills which are so characteristic of that city. 

The Pittsburgh, Fort Wayne & Chicago Kailway Company had its 
depot in Pittsburgh near the Allegheny Itiver. The Baltimore & 
Ohio depot was situated on Trie street close to the Monongahela 
River, and the Pittsburgh & Lake Erie depot was on the south side 
near Smithfield street; so that in order to reach their rails there was 
a wagon haul of from one-half mile to four miles, according to the 
location of the mills and manufactories. 

At the plants of Laughlin & Company, Limited, and Jones & 
Laughlin, Limited, teams were also used to move the raw materials 
between the different departments and to deliver the finished prod¬ 
ucts to the railroads for shipment. Later, in order to facilitate the 
handling of the materials, rails were laid into and around the mills 
and warehouses of both companies. Power was installed, and for 
quite a while rail operations were conducted by the furnaces on the 
north side and the steel works on the south side independently of 
each other. Subsequently it seemed advisable to connect the two, 
so as to handle the materials from the blast furnaces that were used 
in the steel mills on the opposite side. A line was projected in the 
early part of 1885. Its purpose was not only to connect the two 
plants, but also to deliver to Laughlin & Company, Limited, on the 
north side, cars which were received over the Pittsburgh & Lake 
Erie Railroad and to afford a means of delivering the iron and other 
materials to the Pittsburgh & Lake Erie Railroad for shipment. The 
Monongahela Connecting Railroad Company was incorporated April 
1, 1885, with a capital stock of $30,000, which was subsequently 
increased to $750,000. 

A bridge across the Monongahela River was built in 1886, and upon 
its completion Jones & Laughlin, Limited, sold to the industrial 
railroad company its right of way on the south side of the river, and 
Laughlin & Company, Limited, on the north side, did likewise. The 
switching service performed before the Monongahela Connecting was 
built is still maintained at the south side department and at the Eliza 
furnaces on the north side, and the manner of serving the industries 
does not differ now in any respect from the service which was per¬ 
formed before the construction of the line connecting the two plants. 
Previous to the building of the bridge there a ferry was maintained 
for carrying pig metal across the river on flat boats in small cars like 
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mine cars. As soon as the rails were laid the metal was handled over 
the single-track railroad bridge. This arrangement, however, neces¬ 
sitated the reheating of the iron. Later the traffic of the two 
plants increased to such an extent that the single-track bridge 
could not accommodate it, consequently the piers were widened and 
an additional track was installed. About five years afterwards a 
complete reconstruction of the furnaces and plants took place. The 
Soho furnace and rolling mill at the western end of the Monongahela 
Connecting Railroad were purchased from Moorchead-McCleane 
Company, and the Eliza furnaces were rebuilt, their capacity being 
increased to 500 tons each. At this time also it was decided that 
there would he economy in using hot metal at the steel plant instead 
of rehandling the pig iron, and thereupon the piers of the double¬ 
track bridge were widened still farther and the abutments straight¬ 
ened in order to provide an additional track for the exclusive use of 
hot-metal trains. This improvement of the bridge amounted to the 
building of a separate hot-metal bridge, for the reason that the tracks 
are lined with firebrick and special provision has to be made for hand- 
ling the molten iron. It must be moved as soon as it is drawn from 
the furnaces. Attention is directed to this separate operation, 
because previously the hot-metal trains were handled on a regular 
schedule and the frequency of the movement interfered with the 
use of the bridge for other purposes. Even though cars were moved 
between the two plants and interchanged with connecting lines at 
such times as would suit the convenience of the Jones & Laughlin 
Steel Company, there was constant hazard and ofttimes congestion 
due to the hot-metal movements. 

During the construction of the bridge and the line connecting the 
plant of Laughlin & Company with the Pittsburgh & Lake Erie 
Railroad an arrangement was made between the Pittsburgh & Lake 
Erie Railroad and Mr. Henry A. Laughlin and his associates, which 
proved to be the basis of many subsequent contracts between indus¬ 
trial railroads and the trunk lines. This contract, entered into 
on August 10, 1886, provided for the payment to the Monongahela 
Connecting Railroad of 20 cents a ton on ore, $1.50 per car on lime¬ 
stone, and $2 for each car of coke. The amount of the allowance 
on ore from Lake Erie ports was, by the terms of the'contract, 
contingent upon the transportation rate to Pittsburgh and provided 
a sliding scale in relation to the rate on lake ore. A year or so after 
the agreement became effective the ore rate was changed, and accord¬ 
ingly the allowance paid to the Monongahela Connecting was reduced 
to 16.8 cents per ton. It remained at that figure until the contract 
expired by its terms April 1, 1907. The agreement was restricted 
to the trallic of Laughlin & Company, Limited, whose Eliza furnace 
was the only plant reached on the north side of the river. 
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In 1888 the so-called branch lines of the Monongahela Connecting 
were built east and west from the Eliza furnace along the river front. 
1 he west branch extended to the Soho furnace, at about that time 
acquired by the Jones & Laughlin interests. The east branch 
reached a tract of land at Glenwood owned in the Laughlin family. 
In the same year an agreement was entered into between the Pitts¬ 
burgh <k Lake Erie Railroad Company and the Monongahela Con¬ 
necting Railroad Company to interchange traflic for the other indus¬ 
tries which were situated in the vicinity of Laughlin & Company’s 
plant on the north side. An allowance of $2.50 per loaded car was 
made by the Pittsburgh <k Lake Erie on all traflic except the raw 
material used at furnaces, on which was paid, $2.25 per car on ore, 
$2 on pig metal, $1.75 on coke, $1.60 on limestone, and $1.10 on 
coal. Although the service performed by the Monongahela Con¬ 
necting Railroad was the same in both instances it will be observed 
that on the tralhc of Laughlin & Company, Limited, the allowances 
were appreciably larger than those paid on the outside business. 
Coincident with the contract of 1888 was another between the same 
parties to protect the allowances on Jones & Laughlin traffic as 
provided in the 1886 agreement. 

^ The existence of the 1S86 contract between the Pittsburgh & Lake 
Erie and the Monongahela Connecting Railroad w r as not generally 
knowm in Pittsburgh until about 1888, when it w^as revealed in 
railroad circles, probably as the result of the rate publicity required 
by the interstate commerce act w T hich had been passed in the mean¬ 
time. 1 he Baltimore ck Ohio then undertook to make the payments 
spet ified in the 1888 contract not onlv to Laughlin 6c Company, 
Limited, but to all other blast furnaces in the Pittsburgh district 
served by it as well. The Pennsylvania soon followed the lead of the 
Baltimore 6c Ohio, so that to-day all blast furnaces in the Pittsburgh 
district receive what is known as the furnace allowance, that is, $2.25 
per ear on ore, $1.75 per car on coke, and $1.60 per car on limestone. 
The record is not entirely clear on the point, but it is intimated that 
for a number of years prior to 1907 the allowance to all furnaces on 
ore was 16.8 cents per ton. Upon the expiration of the 1886 contract 
on April 1 , 1907, the carriers applied the allowances provided in the 
1888 contract as above recited to all furnaces, including those of Jones 
ck Laughlin Steel Company, into which the firms of Laughlin & Com¬ 
pany, Limited, and Jones ck Laughlin, Limited, had been merged. 

According to the agreement of 1888, which was to run for 50 years, 
the rates wore subject to revision in five-year periods, and before the 
expiration of the 1908 period the Jones ck Laughlin Steel Company 
gave notice to the Pittsburgh & Lake Erie Railroad Company that • 

on account of the increase in the size of cars in general use on the 
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trunk lines a change from a ear basis to a tonnage basis was desired. 
The capacity of the average freight car at the time the 1888 contract 
was entered into was m the neighborhood of 16 tons, it had increased 
in 20 years to nearly 50 tons. The negotiations were carried on for 
about a year and were finally concluded on April 1, 1909. According 
to the contract of that date, allowances of 10 cents a ton on pig iron 
and lower classified commodities are now paid to the Monongahela 
Connecting Railroad, and 15 cents per ton net or gross, as rated, on 
the finished products of a higher classification grade than pig iron. A 
clause was inserted m the 1909 agreement which made the new rates 
retroactive to the expiration of the five-year period on May 7, 1908, 
and the Pittsburgh A Lake Erie Railroad C ompany paid the Jones A 
Laughlin Steel Company about $60,000 to (over the allowances on 
the new basis for the intervening period between the two contracts. 
Allowances are now paid by all ol the trunk line connections of the 
Monongahela Connecting Railroad on the basis of the 1909 agreement. 

The property of Jones A Laughlin Steel Company covers about 
198 acres of ground, of which 128 acres are on the north side of the 
river and 70 acres on the south side. The average force employed 
by the industry is about 8,000 men. The Monongahela Connecting 
has a total operating trackage of 36.93 miles, of which 3.30 miles 
are the tracks of the Eastern Railroad Company, also owned by 
the Jones A Laughlin Steel Company and leased in entirety to the 
Monongahela Connecting. The equipment consists of 34 locomo¬ 
tives and 660 cars of various kinds. Much of the right of way is 
held under deeds or easements from Jones A Laughlin Steel Com¬ 
pany. These deeds reserve to the grantor the right to relocate the 
tracks of the railroad as the convenience of the industry may require, 
and in accordance with this clause the tracks have been relocated 
to a considerable extent at various points, the expense being borne 
by the Monongahela Connecting Railroad Company. After the 
Monongahela Connecting Railroad was completed one of the points 
of connection with the Baltimore A Ohio was moved some distance 
from the works of Jones A Laughlin Steel Company, with the result 
that the haul from the Baltimore A Ohio to that plant was materially 
increased. 

A considerable portion of the right of way of the Monongahela 
Connecting was situated on low, marshy ground along the river 
front. It has been filled in with refuse from time to time, so that 
at present the entire road is ballasted with slag, and most of the 
trestles have been filled in with waste material from the furnaces. 
There is practically no filling being done now, as the slag is granu¬ 
lated at the furnaces and delivered to trunk line connections for 
along their right of way, there being very little more ground 
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available for dumping contiguous to the Monongahela Connecting 
on the north hank of the river. 

The right of way transferred by the Jones & Laughlin Steel Com¬ 
pany to the Monongahela Connecting Railroad Company was valued 
by an engineer who appeared as a witness at approximately $25,000 
an acre. At the time of the hearing the right of way held under 
deeds and easements embraced 26.38 acres, and under leases and 
agreements, 1.93 acres. The annual report for the year 1911 shows 
the total cost of road and equipment as $2,524,020.09. The present 
valuation of the property and equipment was put by a witness 
at $2,845,389. This includes the hot-metal bridge and all the 
property belonging to the Eastern Railroad w r hich is operated by 
the Monongahela Connecting under leases. The Eastern Railroad 
also owns considerable real estate which, according to the testimony 
ol the principal witness, was acquired for the purpose of ultimately 
extending the line to the great lakes. The capital stock of the 
Monongahela Connecting is now $750,000 and there is a funded debt 
of $685,000. Ol the 7,500 shares of stock issued, Jones & Laughlin 
Steel Company owns 7,420 shares, the remaining 80 shares being held 
principally by persons connected with the steel company. The total 
amount realized from the sale of stock and securities was $1,045,000; 
the total cost of the road and equipment, as previously stated, was 
$2,524,000. It was admitted that the difference, approximately 
$1,480,000, has been put back into the property from the earnings 
ol the road from operation. During the same period the aggregate 
amount of dividends paid was $1,045,500, of which $655,500 was in 
cash and $390,000 in stock. On June 30, 1911, there was an accu¬ 
mulated surplus ol about $1,232,000. In other words, on an .original 
investment of about $1,435,000, the earnings to June 30, 1911, as 
evidenced by dividends, accumulated surplus, and the sums put 
into the property for additions and betterments, aggregate about 
$2,9/6,529. Similar results, although on a diflerent scale, are shown 
throughout the record. 

The Monongahela Connecting is a member of the per diem agree¬ 
ment ol the American Railway Association, and it is allowed an arbi¬ 
trary reclaim of four and one-half days. For the period of October, 
November, and December, 1906, and the years 1907 to 1911, inclu¬ 
sive, the excess of the reclaims received over the amount paid for per 
diem was $18,489, or an average of about $3,520 per year. The 
Jones & Laughlin Steel Company is a party to the average agreement. 
The free time begins to run when the cars are in the Monongahela 
Connecting yards ready for placement, or when they are offered *>y 
connecting trunk lines. For the year ending June 30, 1911, the total 
amount of demurrage paid by the steel company to its industrial 
railroad amounted to $5,306. 
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This is another instance of the benefit derived by an industry from 
the reclaim arrangement between its industrial railroad and the 
connecting trunk lines. The industry gets the full advantage of the 
reclaim period, less the time actually required for switching the cais 
in and out, regardless of the limitations imposed by the demurrage 
rules, and even when demurrage is paid, as in this case, to the indus¬ 
trial railroad, it gets back into the treasury of the steel company in 
the dividends or accumulated surplus of the industrial line. 

(’lass, commodity, and switching tariffs, as well as car demurrage 
regulations, are filed with the Commission. There is no depot for 
assembling less-than-carload freight and no rates are published for 
less-than-carload business. There are five public team tracks on 
which, carload freight is loaded and unloaded. The Monongahela 
Connecting does not issue bills of lading; all movements between 
points on the line and to connecting carriers are handled on car cards. 
No passenger service is maintained. The accounts are kept in 
accordance with the Commission’s requirements. 

Shortlv after the road commenced operation the business handled 
for concerns not in any way affiliated with Laughlin 6c Company, 
Limited, or Jones Sc Laughlin, Limited, is said to have amounted to 
34 per cent of the total tonnage carried. Gradually Jones Sc Laughlin 
Steel Company, the successor of the two companies, absorbed the 
industries adjacent to its plants to such an extent that for the year 
ended June 30. 1911, only 3.49 per cent of the tonnage transported 
was for account of outside firms. 

The National Tube Company is the largest outside interest located 
on the rails of the Monongahela Connecting and power is maintained 
by its two plants with which cars are moved from the interchange 
tracks of the Monongahela Connecting to the point of placement and 
from the industries to the interchange tracks for shipment. The 
National Tube Company’s plants are each served also by the Balti¬ 
more Sc Ohio. The service does not differ in any essential respect 
from that performed by the Monongahela ( onnecting, but no allow¬ 
ance is made to the National Tube ( ompany. The part of Pittsburgh 
through which the Monongahela Connecting runs is so congested that 
there is practically no opportunity for further industrial development 
on its tracks. 

At the plants of Jones Sc Laughlin Steel Company all the inbound 
material is spotted by the Monongahela Connecting Railroad and out¬ 
bound shipments are handled by the power of the Jones Sc Laughlin 
Steel Company to the plant interchange track and there taken by the 
Monongahela Connecting and classified into trainloads for delivery to 
connecting trunk lines. The maximum distance from the interchange 
with connecting trunk lines to the point of placement is 3.34 miles, the 

minimum distance is about 0.15 mile, the average movement being 
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approximately 2\ miles. The principal tonnage is iron ore which is 
received from the Pittsburgh & Lake Erie and the Pennsylvania Rail¬ 
road on the south side and delivered by the Monongahela Connecting 
4 to the Eliza and Soho furnaces on the north side. The distance to the 
Eliza furnace is about 2\ miles and to the Soho furnace nearly three- 
fourths of a mile farther. The raw material brought in by the Balti¬ 
more & Ohio Railroad is delivered at tlie Glenwood yards on the north 
side and is hauled thence by the Monongahela Connecting about H 
miles to the furnaces. The outbound products moving chiefly from 
► the south-side plants to the Pittsburgh & Lake Erie are hauled 
approximately one-half mile. To the Baltimore & Ohio the distance 
is 1 h miles. 

PENCOYD & PHILADELPHIA RAILROAD. 

The American Bridge Company, a subsidiary of the United States 
Steel Corporation, has a large plant located on either side of the 
Schuylkill River at Philadelphia. This plant was originally owned 
by the A. & P. Roberts Company and was acquired by the bridge 
company by purchase. The two departments are connected by 
a bridge which was originally owned by the Wissahickon Bridge 
Company, but was later acquired by the Roberts company and by 
the latter assigned to its incorporated railroad, known as the Pen- 
coyd & Philadelphia; the Wissahickon company, however, reserved 
certain rights of way and general rights for the public to cross from 
Philadelphia county over into Montgomery county. In connection 
with its industrial operations the bridge company uses the tracks of 
the Pencoyd & Philadelphia, extending from a point called Pencoyd 
across the Schuylkill River to Philadelphia. The industrial railroad 
has a total trackage of 3.15 miles, of which one-tenth of a mile, 
located on the bridge over the Schuylkill River, is owned, and 3.05 
miles are leased from the American Bridge Company for an annual 
rental of SI,000 per year and the maintenance of the track. 

The railroad and the equipment was purchased from the Roberts 
Company with the plant; the equipment was later transferred to the 
industrial railroad. The present value of the railroad and equipment 
is stated to be $66,102.19. 

The trunk line connections are the Pennsylvania Railroad and the 
Philadelphia & Reading at the north end of the plant and the Phila¬ 
delphia & Reading at the south end of the plant. The tracks of 
neither of the trunk lines extend into the plant, and it is not 
apparent on the record that they ever did, but the tracks of the 
Philadelphia & Reading parallel its property lines. In addition to the 
standard-gauge tracks of the industrial railroad the bridge company 
has 8 miles of narrow-gauge tracks and 14 narrow-gauge engines, 
29 I. C. C. 
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which are used for the movement of material between the various 
parts of the plant. The plant of the bridge company consists of 
open-hearth furnaces and departments for the manufacture of 
structural material, machinery, tools, steel castings, iron castings, 
bronze and brass castings, steel billets, and practically everything 
that goes into construction of steel buildings or bridges. The acreage 
covered by the various departments is not stated of record. 

There are no other industries served by the industrial railroad. 
The general character of its service is the switching of empty and 
loaded cars between the trunk line connections and the various 
points of placement within the plant. It also performs all internal 
switching at the plant. It is stated that prior to May 1 , 1911, the 
Pennsylvania Railroad did all the spotting of cars at the north end 
of the plant for its own traffic. At that time neither the industrial 
railroad nor the bridge eompan}' maintained power at the north end of 
the plant to do the spotting in the daytime. At the south end of 
the plant cars of pig iron, scrap iron, ore, and limestone are some¬ 
times placed by the Philadelphia A Reading for unloading at the 
reserve stock pile without being switched, and all the cars for the 
furnaces are delivered and spotted by the Philadelphia & Reading; 
this delivery could no.t be made otherwise unless the industrial railroad 
engines went out on the main line of the Philadelphia & Reading. 
All the outbound traffic of the plant is handled by the industrial 
railroad. It is stated of record that for the year ending June 30, 1911, 
there were 603,000 tons interchanged with the trunk lines and 800,000 
tons handled in intermill switching. The industrial railroad does 
not receive terminal allowances or divisions of any character, and 
has no per diem or reclaim arrangement with the trunk lines. The 
demurrage rules applied by the trunk lines and the amount of demur¬ 
rage paid by the industry to the trunk lines or to the industrial rail¬ 
road is not stated of record. 

For the year ending June 30, 1911, the total operating revenue was 
$39,223.97; the operating expenses exceeded this amount by $9,727.19. 

UNION RAILROAD 

The history of industrial railroad development presents in no single 
instance a more striking example than that of the Union Railroad of 
Pittsburgh, nor one that more clearly illustrates the benefits and 
profits that accrue to an industry through the operation of its railroad 
department. The tonnage handled by the Union Railroad, which is 
greater than that of many railroads classed as trunk lines, reflects 
the productive capacity of the controlling industry, by which it is 
mainly contributed in the form of inbound raw material and out¬ 
bound manufactured product. It may be saul also that the correla- 
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tive financial conditions disclosed on the record make it clear that 

10 railroad property and the industrial plant represent one invest¬ 
ment, a separate identity being established only through book 
entries or other device that gives it the form but not the substance of 
a separate enterprise. 

I'he Carnegie Steel Company, a subsidiary company of the United 
Mates Steel Corporation, has an aggregation of plants operated as 
ft unit for the manufacture of iron, steel, and other products, located 
on either side of the Monongahela River in the Pittsburgh district. 
1 he separate departments of this plant are designated as the Edgar 
I Iiomson works, the Duquesnc works, the Homestead steel works 
the Howard axle works, and the Carrie furnaces. In addition to 
these departments the steel company operates a briquetting plant and 
a coa < ock. At each of these plants or departments there is a sys- 
eni of yard tracks and sidings which, with the exception of the tracks 
o. he Howard axle W'orks, formerly connected with one or more 
trunk lines at the plant; the service between the points of inter¬ 
change and the point of placement within the plant was performed 
with the power of the industry. With the expansion and the growth 
ol the industry it became apparent that for the purpose of more eco¬ 
nomical operation and to provide a means of connecting the several 
departments with each other and to give each an outlet over any one 
of the several contiguous trunk lines the separate plant tracks must 
be connected with each other; in July, 1894, the Union Railroad was 

incorporated and built a line connecting with the tracks at all the 
plants. 

It does not appear from the record that there is any substantial 
ground for the assumption that this road is a necessary facility for 
the shipping public; it is primarily a facility of the industrial opera¬ 
tions of the controlling interests and the service performed for 
others is incidental. The plants and the tracks of the industrial 
railroad and connecting trunk lines occupy all the available space 
and the topographical condition of the country here is such that 
no room is left between the river and the hills, so that it would 
be practically impossible to provide a location for an independent 
industry; there were not at the time of the hearing, nor is it apparent 
that there ever have been on the line originally constructed, anv in¬ 
dustries other than the Carnegie Steel Company or alliliated interests; 
the claim that shipping facilities are provided for the public must 
necessarily be based on the comparatively small amount of outside 
trallic originating or terminating on or passing over the leased lines. 
At the time of the hearing the capital stock of the Union Railroad 
was stated to bo $2,000,000, funded debt $4,350,000. Of this 

funded debt $2,000,000 is in first mortgage bonds and $2 350 000 
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in equipment trust bonds. The $2,000,000 first mortgage bonds were 
issued to the Carnegie Steel Company in payment for $1,125,000 
advanced by the steel company to the Union Railroad. As the trans¬ 
action stands on the books of the Union Railroad $1,500,000 in bonds 
issued in August, 1896, were taken by the Carnegie Steel Company at 
a discount of $750,000 and $500,000 issued in October, 189/, at a dis¬ 
count of $125,000, making a total of $2,000,000 in bonds taken by 
the steel company at a discount of $875,000, the net amount realized 
by the Union Railroad from the $2,000,000 in bonds being $1,125,000, 
for which amount it received a credit in open account on the books of 


the steel company. 

At the time of this bond issue there was a charge on the books of 
the steel company against the Union Railroad Company of $1,934,040. 
An amount equal to the difference between this sum and the 
$1,125,000 paid by the issue of the $2,000,000 in bonds, is admitted 
to have been paid to the Carnegie Steel Company since June 30, 1911, 
out of the accumulated surplus of the industrial railroad. It is 
admitted that the account of the steel company includes some right 
of way, sidings, and yards sold by the steel company to the industrial 
railroad at a valuation of $50,000 per acre. In addition to the bond 
issues the Union Railroad had a floating debt on June 30, 1911, 
amounting to $5,352,737.50, bearing interest at 5 per cent per annum 
of which $1,63S,840.28 was due to the Carnegie Steel Company, 
$3,112,897.22 to the United States Steel Corporation and $600,000 
to the Bessemer & Lake Erie Railroad, a subsidiary of the steel com¬ 
pany. It is stated of record that since June 30, 1911, the debt to 
the steel company has been reduced to $814,743.45. r I he debt to the 
steel company and to the Bessemer & Lake Erie covers current expend¬ 
itures for improvements and running expenses. The debt due to the 
United States Steel Corporation covers 2,500 steel cars at cost. 

The total operated trackage of the Union Railroad on June 30,1911, 
was 191.17 miles, of which 56.35 miles are designated as main line 
and 134.82 miles as yard tracks and sidings. Of this total mileage 
77.74 miles are owned and 113.43 miles are leased. The leased tracks 
consist of 40.49 miles owned by the Monongahela Southern Railroad, 


the entire capital stock of which is owned by the Union Railroad Com¬ 
pany, the main track and sidings of the Bessemer & Lake Erie Rail¬ 
road between East Pittsburgh and North Bessemer aggregating 71.94 


miles, and the Slackwater Connecting Railroad owned by the steel 
company, having a total trackage of 1 mile. In addition to this 
leased mileage the Union Railroad leases from the Carnegie Steel 
Company the outside tracks at each of the plants, thereby effectually 
preventing the trunk lines from having access to the plants, except 
over the tracks of the industrial railroad. 
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In addition to the tracks operated by the Union Railroad the 
steel company has a system of private tracks at each of its plants 
which it operates with its own equipment as a plant facility. These 
tracks aggregate 112.51 miles of standard gauge and 33.30 miles of 
narrow gauge. It is stated of record that these figures do not include 
any of the tracks that are leased to the Union Railroad and that all 
these private tracks are maintained by the steel company. The 



and moving cars and the same tracks are used by the steel company 
with its own power for the internal work. The narrow-gauge tracks 
are operated exclusively by the steel company with its own power 
for intormill work. The equipment of the Union Railroad consists 
of 122 locomotives, 6 passenger cars, and 5,431 freight cars. Of the 
freight cars 637 are used exclusively in plant service and 4,794 are 
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used principally in the ore trade, but are also used more or less in the 
interchange service with connecting trunk lines. The equipment 
owned and operated by the Carnegie Steel Company consists of 81 
narrow-gauge and 12 standard-gauge locomotives, which it uses in 
the operation of its own tracks in plant service. The Union Kail- 
road leases to the steel company 300 steel gondola cars of 100,000 
pounds capacity for a rental of 35 cents per day, the steel company 
paying the expense of keeping them in repair. 

A large part of the right of way for the industrial railroad was pur¬ 
chased from the steel company at a uniform price of $50,000 an 
acre, with the exception of 2 } acres, for which $10,000 an acre was 
paid. The total acreage of the right of way so purchased amounted 
to 55 and a fraction acres, and the aggregate amount paid was 
$2,645,850. In addition to the right of way so purchased, the indus¬ 
trial railroad leases from the steel company an aggregate of 31 and a 
fraction acres within the various plants at an estimated value of 
$50,000 per acre, the total value being arbitrarily fixed at $1,552,050, 
for which a rental is paid, on the basis of 6 per cent per annum on 
that valuation, amounting to $93,123 per year. One witness tes¬ 
tified that the amount paid to the steel company for the right of 
way included $470,815 for grading and masonry, which would reduce 
the amount actually paid for the property to the basis of $39,691 
per acre, instead of $50,000; he admitted, however, that the vouchers 
and records of the Union Railroad show that the land was purchased 
on the basis of $50,000 an acre, and wdien it is considered that the 
lards were largely paid for in bonds on which the discount has been 
reviewed the railroad must have paid, at least on paper, something 
in excess of $50,000 an acre. It may be well at this point to say 
that the conclusion reached by the engineers hereinafter referred to, 
who made a valuation of the property of the Union Railroad, was 
that $15,000 an acre was a fair price at this time for the right of 
w ay that was purchased from the steel company. 

The Union Railroad has two bridges across the Monongahela 
River, one at Rankin, over which it reaches the Carrie furnace, and 
the other at Port Perry, over which it reaches the Edgar Thomson 
works; it also has a connection with the leased line of the Bessemer 
& Lake Erie at East Pittsburgh. Each of these bridges is equipped 
with separate tracks, lined with lire brick, and these tracks are used 
exclusively for the movement of hot metal, the main tracks on each 
bridge being used in ordinary switching service. 

The Union Railroad maintains a number of yards, which have an 
aggregate capacity for placing or storing 19,328 cars, and these yards 
are used almost exclusively for classifying and storing cars of mate¬ 
rial for the convenience of the industry. It is stated of record that 
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when cars of inbound material are placed in these yards for storage, 
the industrial railroad receives its regular charge the same as it would 
if placed at the unloading point, and when a car is taken out of the 
storage yards and moved to the plant for use, it is treated as a plant 
movement, a charge being made against the steel company. 

The record is somewhat obscure concerning the actual value of the 
property of the industrial railroad; the property accounts on the 
books as of June 30, 1911, show a total investment of $17,242,110.88. 
In an exhibit filed by the principal witness, the book value of the 
property on June 30, 1911, was said to be $16,314,286.47, to 
which, it was stated, should be added $538,589.88 expended for 
betterments and improvements prior to June 30, 1911, and charged 
to profit and loss, making the total investment, or book value of the 
property June 30, 1911, $16,852,876.35. In 1908 a valuation was 
made of the physical property of the Union Railroad by a committee 
of experts representing the trunk lines. At the hearing in this pro¬ 
ceeding the engineers employed by this committee appeared as wit¬ 
nesses for the industrial railroads to testify to the value of the proper¬ 
ties. These witnesses placed the total valuation of the physical 
property of the Union Railroad on June 30, 1911, at $18,224,233. 
This is the valuation originally made in 1908, at which time it was 
fixed at $16,775,907, to which was added $2,148,326, expended since 
that date, to arrive at the valuation on June 30, 1911. It was ad¬ 
mitted that the valuation made by the engineers included the tracks 
owned bv the Carnegie Steel Company and by the Bessemer & Lake 
Erie Railroad that were lease [ to the Union Railroad. As will be 
hereinafter explained, the lands along the river, through which the 
tracks of the industrial railroad extend, were to a large extent made 
available by filling with slag and refuse from the furnaces of the 
steel company and, by selling or leasing these lands to its incorpo¬ 
rated railroad company at an exorbitant figure, the steel company 
was not only relieved of the expense of disposing of its waste ma¬ 
terial, but derived a large profit which reduced the cost of manu¬ 
facture; this transaction also resulted in a considerable increase in 
the capitalization of its incorporated railroad. 

An analysis of the capital investment of the industrial railroad as 
made by the Commission's examiner show's that it received for its 
capital stock $2,000,000, for its first-mortgage bonds $1,125,000, for 
its equipment trust obligation $2,350,000, amount paid for the stock 
of the Monongahela Southern Railroad $160,000, amount advanced 
to the Monongahela Southern for construction purposes, including 
the bonds of that company, $1,577,584.53, amount advanced by the 
steel company and other subsidiaries $4,752,737.50, making the total 
that has been received from the sale of securities and in advances for 
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construction SI 1,965,332.03 as of June 30, 1911. These figures were 
substantially verified bv a witness for the industrial railroad. The 
difference between this amount of actual investment, $11,965,322.03, 
and the amount of $17,242,110.88 shown in the property accounts 
of the Union Railroad on June 30, 1911, is $5,276,788.85. It is 
admitted of record that substantially this amount was paid out of 
the earnings of the 1 nion Railroad, and in addition thereto a further 
reduction of $805,000 of the obligation due to the Carnegie Steel 
Company has been paid out of the accumulated surplus of the Union 
Railroad since the examiner’s report. 

The record shows that there was expended and charged to profit 
and loss account on the books of the Union Railroad $1,209,544.15 
for additions and betterments on the tracks leased from the Bessemer 
& Lake Erie between East Pittsburgh and North Bessemer. There 
was also charged to profit and loss account on the books of the Union 
Railroad $4,327.43 for additions and betterments on the leased line 
of the Monongahela Southern, and it is not apparent that these 
expenditures for additions and betterments appear in the property 
accounts of the roads for which the expenditures were made. In 
explaining the disposition on the books of the expenditures made for 
additions and betterments to the leased lines, the witness stated that 
such disposition was approved by the statistician of the Commission, 
in a letter dated September 23, 1909. A copy of this letter, filed 
with the record, does not confirm this statement, but on the con¬ 
trary the letter states that expenditures made by the lessees for 
improvements on leased properties must be considered as additional 
rent paid for the use of the property. The letter also states that the 
lessor company should charge these amounts to additions and better¬ 
ments, whether made by the lessee or lessor. 

The Union Railroad has five separate connections with the Penn¬ 
sylvania Railroad, four with the Pittsburgh & Lake Erie, and two 
with the Baltimore & Ohio, one with the Bessemer & Lake Erie, and 
one with the West Side Belt, through which it reaches the Wabash. 
The connection with the West Side Belt is made at Mifflin Junction, 
the western terminus of the leased line of the Monongahela Southern. 
The West Side Belt also connects with the St. Clair Terminal Rail¬ 
road, which is owned by the Carnegie Steel Company and serves a 
separately operated plant of the steel company at Clairton, Penn¬ 
sylvania. 

There is an interesting history connected with the Monongahela 
Southern Railroad, the entire capital stock of which is owned by the 
Union Railroad; its separate corporate identity is maintained, but it 
is leased to and operated as a part of the Union Railroad. It was 

incorporated in February, 1897, by outside interests who started to 
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acquire a right of way. The charter rights of this road were pur¬ 
chased by the steel company before the construction of the tracks 
was commenced. About 1898 the steel company bought the low 
lands in the vicinity of the present point of connection between the 
Monongahela Southern and the Union Railroad, and built tracks for 
about two miles to provide a dumping ground for the slag and other 
refuse from the furnaces. After the purchase of the charter rights of 
the Monongahela Southern its tracks were extended from time to 
time for the purpose of providing additional dumping ground, and 
the Monongahela Southern was used exclusively for this purpose for 
about eight years, during which period the low lands were raised to 
a proper grade and thus afforded considerable additional space for 
locating yards and tracks. The line of the Monongahela Southern 
extends up a ravine known as Thomson Run, and the land on 
either side of the right of way has been acquired by the steel 
company to provide dumping grounds for the future. It may be 
well to state here that the disposition of slag and other waste mate¬ 
rials of a great steel plant is a matter of the utmost importance and 
for this purpose marsh lands and low grounds are acquired. These 
low lands are usually more or less distant from the plant and can be 
reached economically only by means of an industrial railroad, and 
when filled up to grade are either used by the industry or sold to the 
industrial railroad at a large price for yards, which in turn are used 
for the purposes of the industry; in some cases the lands are sold to 
outside interests. In this case the industrial railroad is built along 
the bank of the Monongahela River on top of a slag wall varying from 
20 to 40 feet in depth and running approximately eight miles along 
the river. The slag used for this purpose was the refuse from the 
various plants and is a source of expense for its disposition to many 
other pig-iron manufacturers. To the Carnegie Steel Company 
through its ownership and capitalization of the Union Railroad the 
waste and refuse from the furnaces have become a source of im¬ 
mense profit. The superintendent testified that after every avail¬ 
able space of the original uneven surface was filled with slag the steel 
company acquired the lands along Thomson Run, above referred to. 
These lands after being filled a depth of 80 feet in some places be¬ 
came the right of way of the Monongahela Southern. 

The Monongahela division of the Pennsylvania Railroad passes along 
the east side of the Howard axle works, through the southern part 
of the Homestead works, thence along the Monongahela River to 
where the tracks join the property line on the south side of the 
Duquesnc works. It then crosses the Monongahela River on its own 
bridge near the bridge of the Union Railroad at Port Perry and 
passes along the east side of the Edgar Thomson works, where it 
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connects with the main line of the Pennsylvania, which extends 
along the north side of the Edgar Thomson works. On the south 
side of the river the Union Railroad extends parallel to and between 
the Monongahela division of the Pennsylvania Railroad and the 
river. The Pennsylvania formerly had track connection at the 
Homestead, Duquesne, and Edgar Thomson works and received and 
delivered cars directly at the plants. The service of switching the 
cars between the points of placement within the plant and the point 
of connection with the Pennsylvania tracks was at that time per¬ 
formed with the power of either the trunk line or the industry; but 
since the outside tracks at each of the plants have been leased to 
the industrial railroad the trunk line does not have direct access 
to the plants, and all switching between the trunk lines and the 
point of placement within the plant is performed by the industrial 
railroad. 

The Pittsburgh & Lake Erie extends along the north and east side 
of the Howard axle works, then in a northerly direction across the 
Monongahela River and along the north side of the Carrie furnace, 
thence in an easterly direction to the Edgar Thomson works, where 
the tracks join the property line of the plant. At the Edgar Thom¬ 
son works the Pittsburgh & Lake Erie extends between the indus¬ 
trial railroad tracks and the river; the line originally passed through 
the works, but the right of way was relocated eight years ago and 
the tracks that formerly extended into the works taken out; the cars 
for this plant are now received and delivered at another interchange 
point. The reason for the relocation of these tracks, or at whose 
expense it was made, is not stated of record, but it is a reasonable 
assumption that it was done for the convenience and at the expense 
of the steel company or the industrial railroad. The tracks of the 
Pittsbuigh & Lake Erie pass through the Homestead works at an 
elevation of about 16 feet, and all traflic to and from this plant is 
interchanged with the Pittsburgh & Lake Erie about two miles 
distant. The Pittsburgh & Lake Erie also has direct track con¬ 
nection with the plant of the American Steel & Wire Company near 
the Carrie furnace. 

The Baltimore & Ohio tracks extend along the north side of the 
Carrie furnace to and directly through the center of the Edgar 
Thomson plant. This road also has direct track connection with (lie 
plant of the American Steel & Wire Company near the Carrie furnace. 

The Baltimore & Ohio and the Pittsburgh & Lake Erie formerly 
served the plant of the Carrie furnace over a joint track owned *by 
the two trunk lines. The traffic was then handled by the power of 
the industry from and to this joint track. The Slackwater Connect¬ 
ing road which extended between this joint track and the furnace 
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property was the terminal road of the old Carrie Furnace Company 
before the property was acquired by the Carnegie Steel Company. 
The Slackwater Connecting is now leased to and operated by the 
Union Railroad, thereby excluding the trunk lines from access to this 
plant except over the rails of the industrial railroad. 

Ihese statements afford a striking illustration of the advantage 
to a large industrial operation of joining up the wddely separated 
plants or departments by means of a system of tracks owned by 
the controlling interests. The relocation of the trunk line tracks 
and their exclusion from the plants, resulting from the incorpora¬ 
tion of the plant tracks, emphasize the industrial necessity of 
a plant railroad, and that its participation in the through 
rates is merely a device by which the industry is relieved of the 
cost of maintaining and operating what is essentially a plant facility. 
It seems clear on the record in this proceeding that the extension of 
the tracks and the expansion of the railroad operations was made 
necessary by the growth and expansion of the industrial operations. 
As the production of the plants grew the demands of hot-metal 
service, the prompt movement of material from one plant or depart¬ 
ment to' another, and the prompt placement of inbound raw' mate¬ 
rial at the furnaces became more insistent, and the service offered 
by the trunk lines was wholly inadequate from an industrial stand¬ 
point. 

An important connection of the I nion Railroad is the Bessemer 
& Lake Erie, which is also controlled by the Carnegie Steel Com¬ 
pany. The original point of connection w T as at East Pittsburgh, 
near the Edgar Thomson works, but since the lease to the industrial 
railioad of the tracks between East Pittsburgh and North Bessemer 
the connection is made at the latter point. The chief traffic of the 
Bessemer & Lake Erie is ore for the United States Steel Corpora¬ 
tion and its subsidiaries, and it also handles a considerable quantity 
of limestone and coal for the same interests. It has a large traffic 
in coal from the Pittsburgh district to the lake ports, and a consid¬ 
erable portion of this traffic is handled by the industrial railroad as 
an intermediate line. In this connection it is stated of record that 
about 50 per cent of the cars loaded with coal that are delivered to 
the Bessemer & Lake Erie by the industrial railroad go to Conneaut 
Harbor and are loaded back with ore for the steel company. 

In addition to the plants of the Carnegie Steel Company the indus¬ 
trial railroad serves the American Steel & Wire Company and the 
Unh ersal Portland Cement Company, which are also subsidiary 
companies of the L T nited States Steel Corporation. The industries 
served by the industrial railroad other than those of the controlling 

interest are the Pittsburgh Coal Company at Gascola, New York <§ 
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Cleveland Gas Coal Company at Oak Hill, Central Supply Company 
at Greensburg avenue, Monongahela River Consolidated Coal Com¬ 
pany and Mifflin mine No. 2 near Mifflin. All of the coal mines are 
more or less worked out and some of them have not been operated 
for several years. It also serves the Rogers Sand Company, Slag 
Products Company, W. S'. Hays, and Homestead water works. 
The Rogers Sand Company and the Homestead water works are the 
only industries located on the original Union Railroad property that 
are not constituent companies of the United States Steel Corporation. 

Of the affiliated industries of the steel company the briquetting 
plant is located on the Monongahela Southern branch and has been 
operated by the steel company for about two years. The material 
used at this plant is the flue dust which comes from the Carrie fur¬ 
nace, the Edgar Thomson and Duquesne plants. The output of the 
briquetting plant, about 400 tons a day, is used at the furnaces of 
the steel company. There was an accumulation of over 600,000 
tons of this flue dust before the briquetting plant was started. The 
Universal Portland Cement Company’s plant is located at a point 
called Universal on the line leased from the Bessemer A Lake Erie, 
and is exclusively served by the industrial railroad. 1 his plant was 
built in 1906, and has a capacity of about 10,000 barrels of cement 
a day. The average tonnage handled by the industrial railroad in 
and out of this plant is about 4,000 tons a day. The principal in¬ 
bound traffic is granulated slag, limestone, coal, and stucco. The 
slag comes from the different furnace plants, principally from the Car¬ 
rie furnace. The limestone all comes from some point on the Bes¬ 
semer & Lake Erie, and is delivered to the industrial railroad at 
North Bessemer. The coal comes from various points, but at the 
time of the hearing it was coming from the Baltimore & Ohio at Port 
Perry transfer. A large part of the limestone is produced by a com¬ 
pany in which the steel company has an interest, and practically all 
of the limestone comes from quarries that are operated by a sub¬ 
sidiary of the United States Steel Corporation. 

It is admitted that the plant of the Universal Portland Cement 
Company was located on the line leased from the Bessemer & Lake 
Erie after the long-term lease was made, and since the raw material 
used at the cement plant consists chiefly of slag from the furnace of 
the steel company, it may fairly be inferred that one reason for locat¬ 
ing the plant at a considerable distance from the furnace was to pro¬ 
vide for a haul by the industrial railroad of the inbound raw material 
and the outbound manufactured products. It may also be said that 
the incorporation of a cement company and the erection of a plant 
were simply a means by which the steel company made its operation 

more efficient and profitable by turning slag, a waste-product otherwise 
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useless, into a source of revenue. In other words, although sepa¬ 
rately incorporated the cement company is essentially a part of the 
steel industry, the means by which additional income accrues from 
the manufacturing operations of the steel industry. 

Under normal conditions the various plants of the Carnegie Steel 
Company, which are served by the industrial railroad, employs an 
aggregate of 17,826 men; the industrial railroad employs 58 engineers, 
87 firemen, 58 conductors, 127 brakemen, 48 car inspectors, 13 vard- 
masters, and 924 others; a total of 1,315 men. 

In addition to the switching service for the plants of the steel com¬ 
pany and others, the industrial railroad conducts, as necessary facili¬ 
ties of the industry, the Duquesne coal docks, a scrap yard, and a load¬ 
ing and unloading service in the storage yard of the steel company. 

The movements of coal over the Duquesne dock destined to others 
than the controlling interests began in August, 1912, after the hear¬ 
ings. During the months of August and September, 1912, there were 
handled over the Duquesne coal dock 116,179 tons of coal for the 
Pittsburgh Coal Company. This coal was translake shipment by the 
Conneaut Harbor* route, the Union Railroad, and the Bessemer & 
Lake Erie. Prior to that time shipments of coal over this dock that 
moved off the line of the Union Railroad were verv few. It is stated 
that the Union Railroad expects to handle about 5,000 tons of coal 
per day for outside interests during the year 1913 and expects to con¬ 
siderably enlarge the coal dock at a cost of $267,000. It is stated 
that there is in contemplation an extension of the Montour Rail¬ 
road, owned by the Pittsburgh Coal Company, to a connection with 
the Union Railroad at Mifflin. Through this arrangement it is said 
that there will be an approximate movement of several million tons 
of coal per annum from the mines of the Pittsburgh Coal Company 
by way of the Union and the Bessemer & Lake Erie, destined princi¬ 
pally to upper lake points. This traflic will move over the Montour 
Railroad to Mifflin, thence over the Union Railroad to North Bes¬ 
semer, and over the Bessemer & Lake Erie to the lake ports. The 
movement will be made under a contract between the Montour Rail¬ 
road and the Bessemer & Lake Erie Railroad. 

The details of the switching service performed by the Union Rail¬ 
road during the year ending June 30, 1911, is shown on the exhibit 
filed of record as follows: 

Switching between the plants and the trunk lines, 445,863 cars, 
earning a revenue of $2,725,025.79; intra and inter plant switching, 
433,292 cars, earning a revenue of $578,363.46; switching between 
connecting trunk lines, 36,541 cars, earning a revenue of $198,966.63; 
public switching, 23,354 cars, earning a revenue of $119,574.S6. Total 
number of carshandled, 939,050; totalswitching revenue $3,621,930.74. 
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This statement indicates that 93.62 per cent of the cars and 91.20 per 
cent of the revenue applies to service performed for the controlling 
interests, and 6.38 per cent of the cars and 8.80 per cent of the revenue 
applies to service for others than the controlling interests; this, how¬ 
ever, includes the movement of ore to the plant of the steel company 
at Clairton. The statement also indicates that the average revenue 
per car for interchange switching was $6.11; for intra and inter plant 
switching, $1.33; for switching between connecting railroads, $5.44; 
and for public switching, $5.12. 

The interchange switching consists of making one placement of the 
car or of taking out from the point of loading to the interchange tracks 
with the trunk line, while the internal switching consists of moving the 
car from the point of the first placement to another point for the con¬ 
venience of the industry, and a charge is made for each of these subse¬ 
quent movements. The average internal movement is from 100 to 
400 feet, while the average interchange movement, including local 
business, is about 5.37 miles. This average is high because of the 
long haul to the Bessemer & Lake Erie connection, but as stated 
the latter part of the haul is over the rails of the Bessemer & Lake 
Erie under lease. 

The detail of the revenue tonnage handled by the industrial rail¬ 
road during the year ending June 30,1911, is stated of record to be lake 
ore, 7,097,363 tons; foreign ore, 6,781 tons; coal, 1,350,973 tons; coke, 
3,404,707 tons; limestone, 2,610,569 tons; miscellaneous, 5,825,275 
tons; a total interchange with connecting trunk lines of 20,295,668 
tons; and the total tonnage other than interchange amounted to 
8,793,782 tons, making the total of all revenue freight handled 
29,089,450 tons, of which 14,418,059 tons were inbound, 5,877,241 
tons outbound, and 8,794,150 tons local to the industrial railroad. 
Of the total tonnage handled, 94.03 per cent was for constituent com¬ 
panies and 5.97 per cent for nonconstituent companies. During the 
year 1910 the total revenue tonnage was 33,129,298 tons, of which 
94.21 per cent was for the controlling interest and 5.79 per cent for 
others. 

Practically all the lake ore was received over the Bessemer & 
Lake Erie; very little, if any, moved over other lines. It was 
handled by the industrial railroad from the interchange point to 
the furnace; or, if consigned to the Clairton plant, delivered to 
the West Side Belt and by that line to the St. Clair Terminal. The 
coal was principally received over the Baltimore & Ohio at Besse¬ 
mer and over the Wabash-Pittsburgh Terminal by way of the West 
Side Belt at Mifflin; very little coal is received over the Pennsylvania. 
The coke was received over the Pennsylvania, Baltimore & Ohio, and 
the Pittsburgh & Lake Erie; none of the coke moved over the Besso- 
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iner & Lake Erie. The limestone is received over the Pennsylvania, 
Baltimore & Ohio, Pittsburgh & Lake Erie, and the Bessemer & Lake 
Erie. The balance of the tonnage includes such items as sheet iron, 
machinery, finished products outbound, billets, pig iron, etc., and also 
includes shipments from the Universal Portland Cement Company’s 
plant. 

It is stated of record that there is a superintendent of transportation 
at each plant who has supervision over the internal switching, the 
placing of cars at points of loading and unloading, and the dispatch- 

► ing of cars. It is essential that this work should be done under one 
superintendent and one management. It is said that the service 
designated as a terminal haul is so interlaced with the internal 
switching that it would be impossible to have two men handle it 
with any degree of satisfaction. The superintendent who does that 
work is carried on the steel company’s pay roll, and the amount of 

> his pay is apportioned between the industrial railroad and the indus¬ 
try. It is stated that this superintendent in order to act efficiently 
must keep in close touch with the requirements of the furnace, the 
mill, or the plant. He is in no way subject to the orders of the indus¬ 
trial railroad; and while he is a joint official of the Union Railroad 
and the Carnegie Steel Company, he is in complete control of the 
mill property and is in sole charge of the internal switching. 

The internal service is not performed on a tariff basis. It is so 
interwoven with the interchange switching service that it is appar¬ 
ently not feasible to separate the work and make a separate charge 
for each form of service. Therefore the Carnegie Steel Company 
pays all the bills in the first instance, and bills the entire amount 
against the Union Railroad, which in turn distributes it as between 
the interchange service and the plant service, and bills back against 
the Carnegie Steel Company for the proportion applicable to the 
plant service. The witness admitted that the charge against the 
Carnegie Steel Company for interplant service does not include a 
charge for interest on the investment in equipment working in that 
service and loaned by the Union Railroad Company to the Carnegie 
Steel Company for that work, but there is a charge for depreciation 
on the locomotives employed in that service in the same proportion 
that the switching charge is made. The locomotives are used in 
the plant switching and in setting in and taking out cars, and the 
depreciation charge is divided as betw r een these two parts of the 
service. The cost of maintaining these locomotives is borne by 
the Union Railroad, but the Carnegie Steel Company bears a propor¬ 
tion of the expense. All cost for repairs to the locomotives is based 
on the same method of division, so that the net result is that there 
is no profit on the internal service performed by the Union Rail- 
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road; it is done at cost, and the cost does not include the item of 
interest on the investment in equipment. As a matter of fact, the 
system of bookkeeping results in the steel company having its plant 
switching performed at less than the actual cost of the service. This 
is another illustration of the fact that upon the broader point of 
view a large industry with a plant railroad as a necessary part of 
its plant equipment is entirely relieved of this important part of its 
manufacturing cost and in that way earns a large profit from it out 
of the rates of the trunk line carriers. 

In connection with the plant switching the steel company pays a 
portion of the salaries and wages of the superintendents, and all the 
salaries of the engineers, firemen, trainmen, yardmasters, yard 
clerks, weighmaster, and also pays for the repairs to the engines, 
furnishes the fuel, oil, waste, and all supplies, but charges to and bills 
against the industrial railroad for a proportion of these expenses. 
It is stated that the Union Railroad does not perform any service 
free for the proprietary companies. A charge is made for each plant 
movement including the movement of the refuse material, excepting 
in cases where the refuse material is used by the Union Railroad in 
filling for itself, no charge being made by the Union Railroad for 
hauling slag, dirt, ashes, or other refuse material on its own right of 
way. A considerable part of the open-hearth slag and all kinds of 
refuse from the diiferent plants is wasted, and it is stated that a large 
quantity of refuse material from the furnace plants is used prin¬ 
cipally for filling up low places on the property of the steel company 
and the yards of the industrial railroad. The industrial railroad 
makes a charge for switching this material to the dumping grounds 
or to the connecting carriers, but makes no charge on the material 
that is used for filling its own right of way or lands. 

The cold material is taken to Universal and North Bessemer, where 
it is used for filling the yards. The road at that point is located in the 
valley and filling is necessary in order to elevate the land to the 
proper grade for the tracks. Before the Union Railroad bridge was 
built the hot slag from the Edgar Thomson works was disposed of 
around the Bessemer yard and as filling along the river front. When 
this waste material is used by the industrial railroad for this purpose 
no charge is made for hauling it out. When the waste material is 
delivered to other lines a charge of $1.50 per car is made; it is hauled 
free only when used by the Union Railroad. No revenue accrues to 
the plants for the disposition of the waste. Some of the slag is sold 
to the Slag Products Company for which the steel company receives 
a royalty of 1 cent a ton, and for some slag that is sold direct to the 
consumer the steel company receives from 10 to 15 cents or more per 
ton according to the class of the material and the use to which it is 
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proposed to be put, the purchaser paying the freight It is stated 
that some slag is shipped to distances as great as 50 miles from the 
plants. 

In this connection it appears of record that the wall along the 
river bank for a distance of about 7 miles was built with hot slag 
from the lurnaces, and the work of hauling the slag and building 
the wall was performed by the industrial railroad. The work 
covered a period of from 1897 until about 1905. Along the 
wall the industrial railroad has the use of the land exclusively, 
but there arc places where the fill extends a considerable distance 
beyond the tracks, which is not used by the industrial railroad. 
There is also a river wall built in front of the American Steel & Wire 
Company’s plant and extending along the front of the plant of the 
McClintock-Marshall Company; it was built with hot slag from 
the Carrie furnace in the same manner as the wall on the south side 
of the river and was also built by the industrial railroad. It is not 
clear whether or not the industry paid the industrial railroad for 
handling the slag and building the wall, but it was the recollection of 
the witness that it did. In any case the expense of this slag dis¬ 
posal w r as included in the cost of the road and was capitalized. 

After the West Side Belt was built the Monongahela Southern was 
extended to a junction with that line at Aifflin. The Aonongaliela 
Southern was brought up to grade by filling in the hollows with slag 
and refuse from the plants of the steel company. This was the only 
available dumping ground that the steel company had at that time 
and when the fill was made for the purpose of regrading the road no 
charge was made against the steel company for dumping the slag and 
this expense was also capitalized. 

In the movement of the slag from the furnaces and other refuse 
material it is stated on the record that in the year 1909 the industrial 
railroad handled 157,005 cars, of which 128,190 cars were switched 
for the industry between the plant and the dumping ground and 6,156 
cars delivered to the connecting trunk lines, making a total of 134,346 
cars from which revenue w T as derived and 22,659 cars used by 
the industrial railroad from which no revenue was derived. In 
1910, 138,043 cars were handled for the industry and 9,980 cars 
were delivered to the trunk lines, a total of 148,023 cars from which 
revenue was derived and 18,764 cars from which no revenue was 
derived. In 1911 there were 112,503 cars handled for the industry 
and 5,649 cars were delivered to the trunk lines, a total of 
118,152 cars from which revenue was derived and 19,846 cars from 
which no revenue was derived, making a total for the three years of 
400,521 cars from which revenue was derived and 61,269 cars from 

which no revenue was derived. These figures give some impression 
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of the immense amount of refuse that must be disposed of by a 
steel plant and indicate how necessary it is as a part of the manu¬ 
facturing process to have rails and locomotives and a convenient 
dumping ground for the purpose. Nothing could bo more completely 
industrial than this feature of the situation, and a charge against 
the industry by the industrial railroad for this work is simply a part 
of the general plan of separating the railway from the industry. 
The payment by the industry to its plant railway for performing 
the plant switching is a mere accounting arrangement and simply 
results in swelling the amount available for dividends in which form 
it goes back into the treasury of the industry. 

The Union Railroad is a member of the American Railway Associ¬ 
ation and a party to the per diem and reclaim agreement. For the 
year ending June 30, 1909, the amount of reclaims received was 
SI22,156.75 in excess of the amount of per diem paid. For the year 
ending June 30, 1911, the amount of the excess in reclaim over the 
amount of per diem paid was 570,639.86. For the other three years 
during the period from August 1, 1906, when the reclaim arrangement 
went into effect on the Union Railroad, to June 30, 1911, the per diem 
paid exceeded the reclaims in the total sum of $241,S02.62, leaving the 
net amount paid for per diem in excess of reclaims 549,006.01 for 
the entire period of five years. 

The arbitrary number of days’ reclaim allowed from August, 1906, 
to July, 1909, was five days; from September, 1909, to November, 

1909, lour and one-half days; from December, 1909, to December, 

1910, five days; and from January, 1911, to date of hearing, four 
and one-half days. The time allowance applies to each loaded car, 
so that if a car that is loaded in is loaded out double time is allowed 
on that car. 

Durmg the period from October 1, 1910, to January 31, 1912, 
inclusive, the total amount of demurrage collected by the industrial 
railroad was 530,080. Of this amount $27,125 was collected from 
the constituent companies and $2,955 from others. It was ascer¬ 
tained by the Commission's examiner that during the period between 
August, 1906, and October, 1910, the Union Railroad had no car- 
service rules in effect, although it was a member of the per diem 
agreement during that period. That being the case, the plants 
located on the Union Railroad were exempt from car-service charges 
during that period. It was explained that there was an arrange¬ 
ment during that time by which whatever it cost the Union Railroad 
for per diem was collected from the industries and, while the indus¬ 
trial railroad had no car-service rules, the plants of the steel com¬ 
pany were penalized by the industrial railroad to the extent of per 
diem paid to the owners of the car over and above reclaims. 
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Kor the year ending June 30, 1908, the hire of equipment account 

«i 7 o 7 , a 7 C no ht b f 1 . anCe ° f S228 ' 771 ' 65 ; in !909 the credit balance was 
$179,717.92; and in 1910, $127,654.20. 

Subsequent to the hearing in this proceeding the Union Railroad 
submitted to the Commission a statement for the record in which it 
is stated that the American Railway Association voted to increase 
the per diem rate on January 1 , 1913, from 30 and 35 cents to 45 
cents per day and to abolish the reclaim. The effect of this change 
on the revenues of the Union Railroad, if applied to the operation 
for the year ending June 30, 1911, would he that instead of having 
a no income of $385,396.77 for that year the result would be a cor! 
poratc loss of S311,320.57. In making up this statement the cars of 
the l mon Railroad in foreign service were taken into account and 
due allowance given for all per diem received on such cars. But this 
statement is predicated on the theory that the Union Railroad will 
remain a party to the per diem agreement and continue to pay the 
per diem charge for every day that the line carriers’ cars are on its 
rails without any compensating reclaim. No such result would 
obtain if the Union retired from that basis of dealing with cars 
interchanged. The trunk lines would then deal directly with the 
industry on the demurrage basis and free time would be given within 
which to load and unload the cars. 

The Union Railroad receives divisions from the Bessemer & Lake 
Lne Railroad on lake ore; when consigned to points on the Union 
Railroad 26 cents, when consigned to the Clairton plant 17 cents 
and when consigned to the McKeesport Connecting Railroad 10 cents 
per gross ton. The Wabash allows a division of 25 cents per cr ross 
ton on lake ore and 35 cents per ton on finished products when the 
rate on the Wabash exceeds 75 cents per ton. All of the other trunk 
line connections make an allowance of 10 cents per ton on all traffic 
of classification grade of pig iron or lower and 15 cents per ton on 
higher grades. This, in effect, makes the allowance 10 cents per ton 

on inbound raw material and 15 cents per ton on outbound finished 
products. 


In view of the fact that the Wabash makes an allowance of 35 

cents per ton on the finished product it was suggested that this line 

would naturally secure the bulk of the outbound tonnage, but it was 

stated by the witness that the proportion of the outbound tonnage 

given to the Wabash was comparatively small. The Pennsvlvania 

the Baltimore & Ohio, and the Pittsburgh & Lake Erie each receive 

a much larger percentage. In this connection it was stated that 

some time in 1900 or 1901 a contract was entered into between the 

Carnegie Steel Company and what was called the Pittsburgh & Toledo 

Syndicate under the terms of which the syndicate was to extend the 

line of the Wheeling & Lake Erie to a connection with an extension 
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of the Union Railroad. This plan was subsequently carried out by 
the extension of the West Side Belt to a connection with the Monon- 
galicla Southern division of the Union Railroad at Mifflin Junction 
and through the West Side Belt the Wabash has since interchanged 
traffle with the Union Railroad. This contract provided for the 
givinsr to this line, when so extended, one-fourth of the traffle des- 
tine<f to points within the central freight association territory, but 
when the time came for getting into actual operation under this con¬ 
tract which was not until about 1006, no attention was paid to it 
for the main reason that the Wabash never has had equipment to 

take its share of the business even on equal terms. 

At the time of the hearing the Union Railroad had filed with the 
Commission local proportional tariffs naming commodity rates be¬ 
tween points on the Union Railroad and Mifflin Junction, the point 
of connection with the West Side Belt, and on coal, coke, ore, and 
other material interchanged with the Wabash-Pittsburgli Terminal 
(West Side Belt). Since the date of the hearing tariffs have been 
filed naming rates substantially the same or in some cases slight re¬ 
ductions from the rates in effect at the time of the hearing. It has 
also filed such tariffs for all local movements of cars on the line ot the 
industrial railroad, including the movement of all classes of material 

between the different departments of the plant. 

The annual report for the year ending June 30, 1911, shows a total 
operating revenue of $3,640,476.09, of which $3,621,930.74 was 
switching revenue, $8,920.10 other transportation revenue, and 
$9 O' 7 5 9 o was other than transportation revenue. The tota 
operating expenses for the year ending June 30, 1911 were 
£2,802,746.18, leaving a net operating revenue of $S37,/-J.J1. 
The income from other sources amounted to $418,579.55, making a 
total income from all sources of $1,256,309.46. The deductions from 
the income were taxes, $59,500.09; rent of tracks and other property, 
$153,723; interest on funded debt, $212,500; other interest, 
$•>99 959.52; for permanent improvements on leased tracks of the 
Bessemer & Lake Erie Railroad, $145,000; total, $870,683.21, leav¬ 
ing a surplus for the year of $385,626.25. There was an accumulated 
surplus from previous years of $2,401,759.20, which, after the deduc- 
tion of $13,304.92 for miscellaneous adjustments, left a net surplus 

on June 30, 1911, of $2,774,080.59. 

In an exhibit filed of record it is shown that the aggregate amount o 
the dividends paid bv the Union Railroad is $1,760,000, which is about 
88 per cent of the capital stock of $2,000,000, or about 5* per cent per 
year The first dividend of $240,000 was paid in 1898, the second of 
$120,000 in 1899, the third in 1904 of $1,200,000, and the last divi¬ 
dend paid was $200,000 in 1906. Another statement filed with the 

record shows that from the beginning of operations up to June 30, 
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1011, the l nion Railroad had an aggregate operating revenue of 
$34,646,341.50. During the same period the total operating expenses, 
additions and betterments, rentals, interest, and dividends amounted 
to $31,872,260.91, leaving a surplus or profit, June 30, 1911, of 
$2,774,080.59. These figures emphasize the fact that the Union 
Railroad is very profitable, considered as a mere investment, and im¬ 
mensely profitable to the controlling interest, in that besides returning 
a net income, the controlling interest is relieved through that means 
of an enormous item in its manufacturing cost, the burden being 
assumed by the trunk lines out of their rates, and thus thrown upon 
the general public. 

1 he L nion Railroad does not itself conduct a passenger business. 
The regular passenger business is conducted by the Bessemer & Lake 
Erie over the tracks leased to the Union Railroad between North 
Bessemer and East Pittsburgh. It is stated that the revenue derived 
from this service is divided between the two companies, the Union 
Railroad receiving 7j cents for each adult and t cents for each half 
fare. 

Under a contract or agreement with the Universal Portland Cement 
C ompany the Union Railroad operates a sp cial passenger-train serv¬ 
ice betw een East X^ittsbur^h and Universal for the purpose of carry¬ 
ing the employees of the cement company between East Pittsburgh 
and the plant. For this the Union Railroad receives from the cement 
company about 68 cents per train-mile, on the basis of 50 cents per 
train-mile and the wages of the crews. No tickets are sold. The 
service is maintained by the Universal Portland Cement Company to 
convey its employees back and forth, and the 68 cents per train-mile 
-S paid by that company. The employees pay nothing. These trains 
handle about 150 employees daily. 

m’keesport connecting railroad. 

The National Tube Company, a subsidiary of the United States 
Steel Corporation, which is referred to elsewhere in connection with 
the Benwood & Wheeling Connecting Railroad and the Lake Termi¬ 
nal Railroad, also operates a large plant at McKeesport, Pa., con¬ 
sisting of blast furnaces, steel works, tube works, skein mills, the 
various buildings and departments cover ng an area of 81 acres. 
The tube company emp oys at this plant between 5,600 and 5,800 
men. There is an inclosed area of practically 100 acres lying be¬ 
tween Riverton and Walnut streets and between the Pennsylvania 
Railroad and the harbor line, and within this fenced inclosure is the * 
plant of the tube company and the tracks of the McKeesport Connect¬ 
ing Railroad. 

In 1889 the McKeesport Connecting Kailroad was incorporated by 

the predecessors of the National Tube ('ompany and in 1891 took over 
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the tracks in and around the plant, but the tracks were operated by 
the industry until 1903, when the works were entirely reconstructed. 
Since that time the tracks have been operated by the industrial rail¬ 
road company. 

The terms upon which the tracks were transferred to the incor¬ 
porated railroad are not stated of record, but its entire capital stock, 
$1,000,000, is held by the tube company. It operates 19.30 miles 
of tracks, of which 11.87 miles are owned and 7.43 miles are leased 
from the tube company at the nominal rental of $1 per annum. In 
addition to the service performed by the industrial railroad the tube 
company operates a narrow-gauge road as a facility for its industrial 
operation and also moves the hot metal with a locomotive leased 
from the industrial railroad. The equipment of the industrial rail¬ 
road consists of 15 locomotives, 68 gondolas, 10 wooden flat cars, 
107 steel flat cars, and 1 test car. All the right of way under the 
tracks owned by the industrial railroad was purchased from the tube 
company on the basis of $26,500 per acre. The total value of the 
industrial railroad on June 30, 1911, estimated by engineers employed 
for the purpose was stated to be $818,961, the right of way being put 
at $20,000 per acre. The annual report for the year ending June 30, 
1911, shows the total investment in the property to be $965,794.68. 

The tracks of the terminal railroad connect with the Pennsylvania, 
the Baltimore & Ohio, and the Pittsburgh & Lake Erie. The Penn¬ 
sylvania Railroad tracks formerly extended through the plant and 
along the river bank, but by arrangement with the United States 
Government the National Tube Company was given permission to fill 
in so as to put the river bank in good alignment and it constructed a 
wall of molten slag along the entire length of the property. The 
tube company exchanged for that portion of the property that was 
owned by the Pennsylvania Railroad other property lying on the 
south side of the plant away from the river. In the transfer of the 
properties between the two companies the tube company received 
title to the storage yard lying along the river and the Pennsylvania 
received the property on which its present yards are located. The 
Baltimore & Ohio formerly had connection with the plant by means 
of a depressed track, but the tube company raised its yard level at 
that point and in exchange for the property within the plant occupied 
by the Baltimore & Ohio track the tube company arranged to put in 
a connection at another point. This connection was later removed 
by the Baltimore & Ohio and it now makes deliveries at the general 
receiving tracks of the industrial railroad. The Baltimore & Ohio 
formerly had a track connection also with the DeWees Wood plant, 
now a part of the American Sheet & Tin Plate Company, but in the 
general rearrangement of the tracks as herein described the two 
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trunk lines are excluded from access to this plant except over the 
rails of the McKeesport Connecting. The result of the exclusion of 
the trunk lines is to give the industrial railroad a broader basis for 
allowances. * 

The only industries served by the industrial railroad other than 
the National Tube Company are the American Sheet & Tin Plate 
Company, also a subsidiary company of the United States Steel Cor¬ 
poration, and the Keytsone Sand Supply Company. The sand for 
this company is brought to the dock by vessels, from which it is 
taken by means of a hoist. The dock upon which the hoist is located 
is on the land of the industrial railroad, and as a large quantity of 
sand is used at steel plants it may be said that the sand company 
is a contributory facility of the industry. It was stated by the wit¬ 
ness that the sand company is only a tenant at will and would have 
to reino^ e its plant upon thirty days* notice from the lessor. 

The general character of service performed by the terminal rail¬ 
road is the switching of cars between the interchange tracks of the 
trunk line and the points of loading or unloading within the plant 
inclosure. During the year ending June 30, 1911, 121,S67 cars were 
handled for the tube company and 6,700 cars for the two other 
industries, if the sheet and tin works be regarded as an outside 
interest. Of the service performed for the tube company 47 per 
cent was plant switching and 53 per cent interchange switching with 
the trunk lines. The 6,700 cars handled for the other two industries 
were all interchanged with the connecting trunk lines, 5.14S cars 
being handled for the American Sheet & Tin Plate Company and 
1,552 cars for the sand company. 

I he tube company has a storage capacity for only a small per¬ 
centage of the ore received from the trunk lires, and it is necessary 
to spot the cars at the consuming bins. Coke is received in train 
lots, and the trunk line places a train of coke at the interchange point, 
and the terminal railroad switches out the particular grade of coke 
wanted, placing the cars at the different points of consumption. On 
the shipments of manufactured products the industrial railroad spots 
the cars at the various points of loading and switches the loaded cars 
to the track scale and from there to the various trunk line connections. 
It was stated by the principal witness that it would be impossible for 
the three trunk lines to perform the switching at this plant on account 
of getting into each other’s way; and even if the trunk lines pooled 
the service and designated one of their number to perform the 
switching, a thorough knowledge of the requirements of the plant 
service would be necessary for efficient results. All the coal for the 
industry comes in by boat and is received at the dock of the indus¬ 
trial railroad, where the tube company has a hoist which elevates the 
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coal and drops it into a crusher. From there it is apparently handled 
by the industry to the consuming point over its narrow-gauge plant 

tracks 

Inbound cars of coke and limestone were formerly spotted by the 
Pennsylvania Railroad. This practice was discontinued about two 
and one-half years ago and an agreement made whereby the switch 
track on which the Pennsylvania Railroad formerly brought in and 
spotted the cars was to be kept open, but the delivery was thereafter 
to be made in the Pennsylvania Railroad yard. 

The industrial railroad receives allowances from the trunk lines of 
$2.25 per car on inbound ore, $1.75 per car on coke, and $1.60 per car 
on limestone. On all other switching a charge of $1.50 per car is 
made against the tube company, except that on outbound tubes 
delivered to the trunk lines a charge of $2.50 per car is made. The 
trunk lines do not absorb any charges on outbound traffic. On 
traffic handled for the American Sheet & Tin Plate Company the trunk 
lines make an allowance of 75 cents per car, in and out, loaded or 
empty. This allowance is presumably made because the American 
Sheet & Tin Plate Company has a short plant-facility track which it 
•calls the McKeesport Terminal Railroad, and the service performed 
by the McKeesport Connecting is treated by the trunk lines as an 
intermediate service. For the interline switching between the three 
trunk lines the industrial railroad, makes a charge of $2.50 per car. 
The industrial railroad formerly received allowances of 10 and 15 cents 
per ton on traffic interchanged with the trunk lines, but these allow¬ 
ances were discontinued about 1901, and it has received no allowances 
since that time, except on inbound material. It does not issue bills 
of lading or waybills, all cars being handled by car cards or train 

slips. 

The McKeesport Connecting Railroad has been a member of the 
per diem agreement since August, 1906. The hire of equipment 
account in the annual report for the year ending June 30, 1911, which 
includes the reclaims, shows a credit of $14,971 for the excess over the 
total amount of per diem paid for the use of trunk line equipment. 
During the same period it collected from the tube company $1,017 
and from the Keystone Sand & Supply Company $2 for demurrage. 
As stated elsewhere in this report, the amount received by indus¬ 
trial railroads from the trunk lines in the form of reclaims is of direct 
benefit to the controlling industry This benefit is derived not only 
through the increased time allowance for loading or unloading cars, 
but also by the reduction of the expense of operating the industrial 
railroad in the cancellation by this means of the per diem that accrues 
on the cars delivered by the trunk lines for the use of the industry. 

In addition to the practical elimination of demurrage charges against 
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the tube company it is to be noted here, as in all other cases, that 
the income of the industrial line from that source gets immediately 
back into the industrial pocket through the ownership of the indus¬ 
trial line by the industry. In other words, demurrage no longer 
accrues as a burden against industries that have industrial lines. 

The excess of operation expenses and taxes over the operating reve¬ 
nue and other income for the year ending June 30, 1911, amounted to 
$341.98; there was an accumulated surplus from previous years of 
$250,780.55; after the payment of a 10 per cent dividend amounting 
to $100,000 and miscellaneous adjustments to the amount of $163.53 
there was a net surplus on June 30, 1911, of $151,275.04. 

ST. CLAIR TERMINAL. 

This road was incorporated June 24, 1901, with a capital stock of 
$1,000,000 and at the time of the hearing had a funded debt of 
$750,000. It was originally constructed by the Crucible Steel Com¬ 
pany and operated by that company until 1904, when the plant of 
the steel company at Clairton, Pa., and the railroad were taken over 
by the Clairton Steel Company, a subsidiary of the United States 
Steel Corporation. The plant of the Clairton Steel Company was 
leased to and is now operated by the Carnegie Steel Company, also a 
subsidiary of the United States Steel Corporation. At the time of the 
hearing the industrial railroad owned 8.40 miles of track and leased 
from the Carnegie Steel Company 15.43 miles of yard tracks and 
sidings located in and around the plant, making a total operated 
trackage of 23.83 miles. The equipment consists of 8 locomotives 
and 123 freight cars. It is stated that 85 of these freight cars are 
in the coke trade, and go regularly over the Pennsylvania to the coke 
region, averaging a trip about every five days and earning mileage at 
the rate of six-tenths of a cent per mile. 

Approximately 32 acres of its right of way was purchased from the 
Clairton Steel Company at $25,000 per acre; it is indicated that some 
of the right of way is leased, but the exact proportion owned and 
leased is not given of record. The industrial railroad owns a bridge 
over the Monongahela Kiver, the total cost of which is put at $636,332. 
The bridge is of heavy construction, with a channel span of 500 feet 
and five or six girder spans of about 100 feet each. It is a double- 
track bridge and is sufficiently strong to carry any kind of equipment; 
it is also designed for a street railway above the steam railroad tracks. 

The trunk fine connections are the Pennsylvania, the Pittsburgh & 
Lake Erie and the West Side Belt. The connection with the Pitts¬ 
burgh & Lake Erie is made by means of the bridge over the Monon¬ 
gahela River. The Pennsylvania tracks originally extended through 
the property now occupied by the plant, but were relocated at the 
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expense of the steel company, the latter acquiring the right of way 
for the use of the plant. This change took place at the time the 
plant was built. The Pennsylvania tracks have never been oper¬ 
ated into the plant, nor has it owned spurs into the plant. The spur 
tracks were laid at the expense of the steel company and operated 
with their own power The main line of the Pennsylvania still 
remains inside the property line of the steel company. 

The connection with the West Side Belt was made under a contract 
that provided for the extension of the industrial railroad track from 
the terminus of the est Side Belt on the west side ol the Pennsyl¬ 


vania right of way to a point at the bridge approach and that the 
expense for this track was to be borne by the St. ( lair Terminal Rail¬ 
way, the West Side Belt to pay interest on the actual cost on the 
basis of 5 per cent per annum. It is indicated on the record that 
the cost of this extension for a connection with the West Side Belt 
was approximately SI60,000 and that the annual payment bv the 
West Side Belt to the St. Clair Terminal amounts to approximately 
$8,000. This extension involved the construction of a double-track 
steel viaduct bridge 34S feet long over the tracks of the Pennsylvania 
Railroad and the donation by the St. Clair Terminal of certain rights 
of way for an extension of the West Side Belt. The contract between 
the two companies provides that trackage rights shall be granted to 
the West Side Belt over this extension for a period of 999 years, the 
West Side Belt to pay the taxes and the entire cost of maintenance. 

The annual report for the year ending June 30, 1911, shows the 
total investment in the railroad property to be $2,174,670.07. The 
value is stated by engineers employed for that purpose to be 
$2,311,802.75 as of June 30, 1911. This valuation is on the basis of 
the auditor’s statement of the cost of the property less depreciation 
and was considered fair with the exception of land valuation, which 
was considered high. The land, in the auditor’s statement, was put 
at $25,000 an acre, while in the judgment of the engineers $10,000 per 
acre was a fair price; this would reduce the cost as shown by the 
auditor’s statement from approximately $2,311,000 to $1,800,000. 

In addition to the tracks of the industrial railroad the steel com¬ 
pany owns a system of narrow T -gauge tracks within its plant aggre¬ 
gating 7 or 8 miles, which it operates with 6 narrow-gauge engines 
for interplant switching, although certain interplant movements are 
made also by the industrial railroad for which it charges the steel com¬ 
pany 70 cents per car, except on hot metal, for which the charge is 


$1 per car. 

The general character of the service performed by the industrial 
railroad consists of switching empty and loaded cars between the vari¬ 
ous departments of the plant and th * trunk line connections. The 
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industrial road, as before stated, also performs a part of the plant 
switching for the steel company. The tracks at the interchange points 
with the Pennsylvania are owned partly by the Pennsylvania and 
paitly by the industrial railroad. It is stated that the Pennsylvania 
does not maintain sufficient track facilities to take care of the out¬ 
bound traffic. The switching of cars of ore, limestone, and coal 
from the points of interchange to the points of placement within 
the plant requires movements every few hours and this must be done 
with the utmost promptness to meet the requirements of the plant. 
The situation at this plant does not differ from that at any other plant 
in respect to the required promptness in the delivery of supplies to 
the blast furnaces. 

Practically all the ore used at this plant comes from the Con- 
neaut dock via the Bessemer & Lake Erie, Union Railroad, and West 
Side Belt. The 96-cent rate from Conneaut Harbor to Clairton is 
divided 16.8 cents to the St. Clair Terminal, 15 cents to the West Side 
Belt, 17 cents to the Union Railroad, 2 cents to the Dock, and the 
balance to the Bessemer & Lake Erie. The industrial railroad receives 
allowances from the Pennsylvania and the Pittsburgh & Lake Erie of 
$2.25 per car on ore, $1.75 per car on coke, and SL60 per car on lime¬ 
stone, but the W T est Side Belt makes an allowance of 10 cents per net 
ton on other traiiic both inbound and outbound with a minimum of 
25 tons per car. 


During the past year no service has been performed for others than 
the controlling interest. 

During the fiscal year ending June 30, 1911, the Pittsburgh & 
Lake Erie paid the St, Clair Terminal in addition to the allowance 
on ore, coke, and limestone SS.157 which was the estimated cost of 
operating one engine, the theory being that it would place this ear¬ 
lier on a parity with the other trunk lines in delivering traffic on the 
side of the river where the plant is located. On some days it required 
two or three crews to do the work, while on other days the whole 
time of a single crew was not required; but it is estimated that the 
time of one crew is a fair average of what it would cost if deliv¬ 
eries had been made on the plant side of the river and the sum 


allowed was for the extra haul or extra operating expense. It is 
stated of record that this extra payment has been made to the indus¬ 
trial railroad since it began operation. This extra allowance is, in 
fact, a payment by the Pittsburgh & Lake Erie of a bonus for the 
traffic hauled to its connection on the opposite side of the river, in 
preference to giving it to the near-by trunk lines on the same side of 
the river as the plant and is in effect a rebate out of the rate. 

The main line of the Pennsylvania extends through the west side 
of the plant. The Pittsburgh & Lake Erie connection is on the 
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opposite side of the river three-fourths of a mile from the south 
property line of the plant. The connection with the West Side 
Belt is three-fourths of a mile from the north property line of the 
plant. 

The industrial railroad does not issue bills of lading. Outbound 
cars are moved on switching tickets and the bills of lading are issued 
by the trunk lines. The cars are interchanged under the demurrage 
rule. 

Under some form of an agreement the steel company guarantees 
to the industrial railroad freight earnings to the amount of $130,000 
per year and 5 per cent on the outstanding bonds. In the nine 
years operation it has accumulated a deficit of practically $13S,000, 
which has been advanced by the steel company and carried as a 
current debt. The annual report for the year ending June 30, 1911, 
shows a total operating revenue of $1S6,4S5.24, operating expenses 
$123,224.01, net operating revenue $61,261.23. After deducting 
taxes $2,415 there was a net operating income for the year of 
$5S,846.23. There was other income to the amount of $10,200.27, 
and after the payment of rents, interest, and a sinking fund amount¬ 
ing in all to $92,564.14, the expenditures exceeded the income to the 
amount of $23,517.64. There was an accumulated deficit from pre¬ 
vious years of $186,919.32, making an apparent loss from operation 
up to June 30, 1911, of $210,436.97. 

BALTIMORE & SPARROWS POINT RAILROAD. 

In many of its features this industrial line is unique, although when 
fully understood it does not differ materially from other industrial 
lines described in these pages; its operations and affiliations are 
simply a variation in form without any difference in results. While 
not owned bv the Maryland Steel Company, there is an almost com¬ 
plete identity in the ownership of the two properties. As the case 
involves some complications, we shall first briefly describe the plant 
of the steel company. The real estate consists of about 1,000 acres 
of land on what is known as Sparrows Point, on the north shore of 
the Patapsco River, in the state of Maryland. This point, as will be 
seen from the accompanying plat, is almost entirely surrounded by 
water. With the exception of the 5 acres where the government 
lighthouse stands the entire peninsula belongs to the Maryland Steel 
Company. The plant consists of blast furnaces, bessemcr and open- 
hearth furnaces, a rail mill, shipbuilding plant, machine shop, and 
foundries. When the plant first began operation both its inbound 
material and outbound manufactured products moved by water. It 
may fairly be inferred that its location on Sparrows Point was largely, 
if not altogether, influenced by the desire to have the full benefit of 
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water transportation. As a matter of fact, a large part of its output 
is shipped by water to the southwestern states. It is in very active 
competition in that part of the country. The record shows that all 
its output of rails moves to the south and southwest. It also makes 
large shipments to foreign countries. The shipbuilding plant, as a 
part of the company’s business, is of some importance and more than 
half of the employees of the entire plant are engaged in that work. 
Another factor that undoubtedly contributed to the location of the 
plant at Sparrows Point is its ready accessibility to the iron ores of 
Cuba, which are used in this plant to the practical exclusion of all 
other ores. The iron mines of Cuba, from which the ore comes, 
belong to the Spanish-American Iron Company. 

It may be well at this point to explain the industrial connections 
of the Maryland Steel Company. The Pennsylvania Steel Company 
of New Jersey is what is commonly known as a holding company. 
It owns the Pennsylvania Steel Company of Pennsylvania; it also 
owns the Maryland Steel Company, the plant of which we have just 
described. It owns the controlling interest in the Spanish-American 
Iron Company, which, as above stated, supplies the Maryland Steel 
Company with ores. Finally, it owns the Baltimore & Sparrows 
Point Railroad, which serves the last-named steel plant. The stock 
of the Pennsylvania Steel Company of New Jersey is in turn owned by 
others. The Pennsylvania Railroad interests own 68.74 per cent of it 
and the Reading Railroad interests 29.45 per cent; 1.81 per cent is held 
by outsiders. We are concerned here especially with the Maryland 
Steel Company, Pennsylvania Steel Company, the Spanish-American 
Iron Company, and the Baltimore & Sparrows Point Railroad Com¬ 
pany. The identity in ownership of all these companies is complete. 
The corporate officers of all of them were also practically identical 
at the time of the hearing. 

There are some other features in connection with this plant that 
must not be overlooked. The steel company not only owns all this 
real estate, but its defined policy is to retain the ownership of it. 
The town of Sparrows Point, which has a population of 6,500 peo¬ 
ple, is not an incorporated town and has no organized government. 
It is entirely under the control and direction of the Maryland Steel 
Company; practically all the inhabitants are employed by that com¬ 
pany or by its industrial line or other industries belonging to it. The 
most substantial mercantile establishment in the town is the com¬ 
pany store. Most of the buildings of the town are owned by the 
steel company. The public school stands on land owned by the 
county commissioners, but it was dedicated to them by the steel 
company for school purposes. One of the town doctors owns the 
land on which his house is built. This is true, also, of the churches. 
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With these exceptions, the fee of the real estate on which the town 
is built is in the steel company. A few buildings are owned by their 
occupants, but the land on which they stand is leased from the steel 
company. In all the leases there is a provision under which the com¬ 
pany may resume possession of the land when needed for manufac¬ 
turing purposes; but in such cases it must pay the cost of removing 
the buildings to other sites or of erecting new buildings on the new 
sites. The electric light company is owned by the steel company. 
This is also true of the water company. The street lighting is free, 
but a charge is made, at rates fixed by the company, for light used for 
domestic purposes. The town policeman is on the pay rolls of the 
steel company. It also looks after the sewage and collects the 
garbage. 

The company store is an incorporated concern with a capital of 
$50,000, of which 72 per cent is owned by the steel company. It 
conducts a general merchandise and department store business, 
selling miscellaneous articles for household consumption, such as 
dry goods, groceries, vegetables, meats, etc. It also conducts a 
chandler business both at Sparrows Point and Baltimore. On the 
outskirts of the company town it has a truck farm and also a dairy 
farm, from which it supplies milk to the town. It deals also in coal, 
ice, and wood, and conducts a bakery. It has a slaughterhouse and 
undertakes generally to furnish the necessaries of life to the company 
employees and their families. 

The Baltimore & Sparrows Point Kailroad owns 2 locomotives but 
no other equipment. It is 5.4 miles long and extends from a connec¬ 
tion with the Pennsylvania and Baltimore & Ohio at Colgate Creek 
to Penwood Park, about one mile beyond the company town. This 
park is company property; it has been much used as a place for 
Sunday school picnics and gatherings of that nature. It is said that 
before the industrial line was built its trunk line connections had 
been asked to extend their lines to the plant of the steel company, 
but they declined to go east of Colgate Creek. There is no written 
proof of this of record, but the statement stands uncontradicted. 
The line was built for the purpose of providing facilities by which 
the Maryland Steel Company could receive its inbound raw material 
and deliver its output by rail to the trunk line carriers. The inter¬ 
change tracks within the plant are showm on the plat; and the 
inbound tonnage is received by the steel company on the same tracks 
on which the steel company delivers its outbound tonnage to the 
industrial line. The steel company has a system of tracks within the 
plant which it operates with its own power; it does all the spotting 
in and about the plant. The industrial line does none oi this work. 
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As is indicated on the plat, tho Maryland Stool Company owns ex¬ 
tend vo docks on the Patapsco River which it built for its own use. 
It is admitted to bo a private dock and to bo under tho company's 
absolute control. Tho Baltimore & Sparrows Point Railroad does 
not evon have access to it. As heretofore stated, a largo part of the 
stool company’s output goes over its dock and is moved by water. 
Much coal and practically all the ores are received by it at tho dock. 
It will be observed that although tiro tracks of the incorporated 
lino approach tho dock within a hundred yards tire ownership of 
tho tracks on the dock has been retained by tho steel company. It 
is claimed of record that Sparrows Point has some advantages over 
othor ports in tho Baltimore territory on account of its hotter facili¬ 
ties for handling cargoes. We know also that large quantities of 
Cuban ore are used by tho stool mills of this country. Rates on 
inbound ore from the Atlantic ports to the Pittsburgh districts have 
been lately tho subject of inquiry before us. But tho only ore that 
passes through tho port of Sparrows Point is tho ore used by tho 
Maryland Steel Company or by tho Pennsylvania Stool Company at 
Steelton, which is owned by the same interests. By preserving these 
docks as private docks and reserving the ownership of the tracks 
upon them as private tracks the steel company protects its own 
industrial road, the Baltimore & Sparrows Point Railroad Company, 
from the embarrassment of being called upon, as a common carrier 
serving the public, to carry ores for mills that compete with the 
Maryland Steel Company. In this respect the relations between 
this industrial line and the industry in the interest of which it is 
owned and operated arc characteristic. 

One word further is necessary to complete tho statement of the 
manner in which the Baltimore & Sparrows Point serves the industry. 
Tho industrial line delivers the inbound traflic at the interchange 
tracks within the plant; from that point tho steel company does the 
spotting for itself with its own power. Tt also delivers the outbound 
traffic to its industrial line on tho interchange tracks. The outbound 
traffic that goes over the dock is received by tho steel company from 
its industrial line at a point near the dock, and handled by it to ship 
side; the inbound traffic going over the dock is moved by the steel 
company to tho industrial line at the same point. For this service 
the steel company makes a charge against the industrial lino. 

The only independent industries on the Baltimore & Sparrows 
Point line are the Central Foundry Company, which manufactures 
cast-iron pipe, and the brick yard of Burns & Russell; both of these 
concerns are at Dundalk. At a place called Turners the United 
States Government had a quarantine station in course of construc¬ 
tion at the time of the hearing. Out of the total traffic of the indus- 
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trial line, 5.51 per cent is for outside interests; the balance, or 04.49 
per cent, is handled for or in behalf of, the industrial interests con¬ 
trolling the whole investment. On the small amount of package 
freight between Baltimore city and Sparrows Point the Pennsylvania 
Railroad allows the industrial line one-third of the net revenue; the 
Baltimore & Ohio allows 10 cents per net ton. On all other traffic 
each trunk line allows the Baltimore & Sparrows Point Railroad 10 
cents per net ton. The bills of lading are issued by the trunk lines, 
and not by the industrial line. 

The Baltimore & Sparrows Point Railroad Company is a member 
of the per diem agreement and receives reclaims from the Baltimore 
& Ohio and the Pennsylvania railroads. It formerly received four 
days reclaim, but the time w T as cut down to three and one-half days 
about three years ago. The principal reason assigned by the trunk 
lines for reducing the reclaim time was that the traffic could be 
handled in three and one-half days. Cars are interchanged between 
the industrial railroad and the steel company on a demurrage basis. 
The witness admitted that the demurrage collected from the industry 
equalled the loss upon the reclaims. The hire of equipment, which 
includes the reclaims of the Baltimore & Sparrows Point Railroad 
Company, shows a slight profit for the year ending June 30, 1911; the 
prolits have been larger in previous years. In 1907 the per diem paid 
exceeded the reclaim allowances by $10,170, but in the succeeding 
five years the reclaims exceeded the per diem paid by $20,000. The 
reason for this excess in per diem paid in 1907 was the extraordinary 
heavy business which resulted from the congestion of cars. 

The Baltimore & Sparrows Point Railroad has no passenger traffic, 
but a passenger-train service is conducted by the Northern Central 
(Pennsylvania Railroad) between Baltimore city and Sparrows Point 
over the tracks of the industrial line between Colgate Creek and Spar¬ 
rows Point; it operates from 7 to 10 trains daily on regular schedule. 
For the use of its tracks the Baltimore & Sparrows Point Railroad 
receives 20 per cent of the rate between Baltimore city and Sparrows 
Point and one-third of the revenue on business purely local to the 
Baltimore & Sparrows Point Railroad. During the fiscal year end¬ 
ing June 30, 1912, 600,248 passengers were carried. About 80 per 
cent of the passengers carried during the summer and 85 per cent 
during the winter are employees of the Maryland Steel Company. 
There are Sunday excursion trains from Baltimore which carry 
from 500 to 1,000 people. These excursion trains are run the year 
round. There is also a trolley line service between Baltimore city and 
Sparrows Point, and after this trolley sendee was inaugurated in 
1904 there was a material falling off in the passenger traffic on the 
Baltimore & Sparrows Point Railroad. This trolley line is con- 
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ducted by the Baltimore, Sparrows Point & Chesapeake Railway 
Company, a Maryland corporation in which neither the Maryland 
Steel Company, the Pennsylvania Steel Company of New Jersey, nor 
the Baltimore & Sparrows Point Railroad Company has any interest, 
either in whole or in part. This trolley line is operated through 
the town of Sparrows Point under an arrangement with the Maryland 
Steel Company by which the line was built within its property 
limits at its own cost and then leased to the trolley company for a 
term of 50 years from February 1, 1903, upon a rental basis of 5 per 
cent per annum on the cost. The right was reserved in the lease 
to locate the road elsewhere in the event the steel company 
should need the land occupied by its present tracks for its own manu¬ 
facturing purposes. 

The revenues accruing from the allowances made by the connecting 
carriers are extraordinary when the amount of the investment in the 
industrial line is considered. In 1902 the short line declared two 
dividends, one of 350,000 and one of $52,500. In 1903 a dividend 
of $90,000 was declared. Since that time and up to January, 1912, 
dividends amounting to $445,000 have been paid. The total divi¬ 
dends from 1902 to June 30, 1912, have aggregated $635,500, or more 
than 423 per cent on the investment. The dividend rate ranges 
from 20 to 55 per cent a year. The total cost of the road on Decem¬ 
ber 31, 1911, was $307,024; all but $150,000 of this amount has cone 
from earnings in addition to the dividends. At the close of the fiscal 
year ending June 30, 1912, this industrial railroad showed on its 
accounts a surplus of $51,259.93. 

LAKE ERIE TERMINAL RAILROAD. 

In this case, as the history of the investment was explained of 
record, we have a somewhat different condition from that which is 
usual in connection with the incoqmration of industrial railroads, 
in that the industrial line was first projected entirely as a railroad 
investment wholly disconnected with any industrial interests. 

The Lake Erie Terminal Railroad Company was incorporated in 
1903 with a capital stock of $10,000 for the purpose of building a 
line from Cleveland to Akron, Ohio, a distance of about 35 miles. A 
portion of the right of way was graded and some of the rails laid, 
but after building as far as a point known as Pullman road, near 
Cleveland, Ohio, a distance of between 3 and 4 miles, the promoter 
discovered clay deposits and decided to build a plant for the manu¬ 
facture of hollow tile and fireproofing. He subsequently organized 
the Camp Conduit Company, and this company acquired the plant 
and the railroad tracks which connect the plant with the Cleveland 
Short Line, the tracks of which were 2^ miles distant from the plant. 
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It is stated of record that the cost of constructing the existing tracks 
approximated $150,000. It is operated by the Camp Conduit Com¬ 
pany as a bureau or department of the industry and the equipment 
used in the operation is owned by the conduit company. 

Tiie traffic consists entirely of inbound coal for the plant and the 
outbound manufactured products of the plant. This amounts to 
about 20 cars of coal and 60 cars of manufactured products per 
month. No allowance is received from the trunk lines for the switch 
ing service between the plant and the interchange point. It is 
stated that in December, 1910, a request was made to the Cleveland- 
Lorain Freight Committee for an allowance of $2 per car for the 
switching performed over the tracks of the industrial railroad, but 
this application was denied. It is stated that the operations of the 
Lake Erie Terminal Railroad are not included in the operations of 
the Camp Conduit Company, separate books being kept for the two 
concerns. 

SOUTH BUFFALO RAILWAY. 

The conditions disclosed in this case differ in no important par¬ 
ticulars from those described in connection with other industrial rail¬ 
roads. The plant was built in an isolated locality, where it was with¬ 
out railroad facilities for bringing in its raw material and forwarding 
its manufactured products. Therefore the building of a railroad to 
connect the plant with the more or less distant trunk lines was a nec¬ 
essary factor in the general investment. The plant was located at a 
point distant from the rails of the established trunk lines for the two¬ 
fold purpose of obtaining cheap lands and of having an opportunity 
through an industrial railway of its own to participate profitably in 
hauling its own traffic. The steel company was probably influ¬ 
enced also by the fact that at the new location all its ore could be 
brought directly to the plant by water. 

The Lackawanna Iron & Steel Company, the plant of which was 
originally located at Scranton, Pa., decided in 1899 to reorganize in 
the name of the Lackawanna Steel Company and to remove the plant 
to a new location at Stony Point, which adjoins the corporation line 
of Buffalo, in the State of New York. As a part of the project of 
removing the steel company from Pennsylvania to New York the 
Stony Point Land Company was organized and received in 1899 
from the State Land Board a grant of 50 acres of land under water 
at Stony Point, for the purpose of constructing docks and approaches, 
and a grant of about 310.70 acres for the purpose of filling in lands 
and to construct substantial buildings and structures. Of this total 
grant of 361 acres the land company deeded 345.52 acres to the 

Lackawanna Steel Company, 1.38 acres to the United States Govern- 
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ment, and 14.10 acres to the South Buffalo Railway Company. 
In 1001 the State of New York made a further grant of 18G acres of 
submerged land to the Lackawanna Steel Company. The Stony 
Point Land Company also acquired, by purchase, the title to other 
lands adjoining these land grants, a part of which it conveyed to the 
steel company, but retained a considerable acreage with the purpose 
of providing sites for other industries. At that time the trunk lines 
extended east and west or south from Buffalo and did not reach the 


territory where the plant is located. As in the case of large manufac¬ 
turing plants in other parts of the country it was not only necessary 
to have a means of bringing raw material to the plant and forwarding 
outbound manufactured product, but the steel company desired to 
have the beneiit of competition between the trunk lines for the large 
and profitable traffic it controlled. Therefore, it was necessary to 
build a railroad for the purpose of obtaining connection with the 
trunk lines entering Buffalo; and, as we have stated, this was a part 
of the original plan of locating the plant at the point named. 

The South Buffalo Railway was incorporated April 24, 1809, and 
has a capital stock of $500,000. The entire capital stock, except 
that held for qualifying directors, is owned by the Lackawanna 
Steel Company. The officers of the two companies are practically 
identical. It is stated that the steel company advanced to the 
industrial railroad $500,000, of which $200,000 has been repaid, 
leaving a balance of $500,000 still due to the steel company. The 
construction of the railroad and the new plant of the Lackawanna 
Steel Company were both commenced in 1900, but the road was 
completed long before the plant was ready for operation, and was 
used in hauling materials, machinery, etc., while the plant was under 
construction. The steel company had a system of tracks in and 
around the plant at Scranton, Pa., which it operated with its own 
power. These tracks connected with only one trunk line, the Dela¬ 
ware, Lackawanna & Western and it is not apparent that any allow¬ 
ances were received. The plant tracks were abandoned in 1902, 
when the entire plant was moved from Scranton to the new location, 
which was then known as West Seneca Township, but at the time of 
the hearing was known as the city of Lackawanna. The steel com¬ 
pany has two villages at Lackawanna, one with 492 houses and the 
other with 123 houses, which the steel company rents to its employees. 
The houses were built in order to keep the employees as near the 
plant as possible. 

The first trunk line connection of the industrial railroad was made 
in 1901 with the Lake Shore three-quarters of a mile east of the plant 
property, and all interchange with other hues was made through the 
Lake Shore until track connections were effected with the Buffalo 
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Greek; Delaware, Lackawanna & Western; and Buffalo, Rochester & 
Pittsburgh in 1902. Later connections were effected with the Lehigh 
Valley in 1904, Buffalo & Susquehanna in 190G, Pennsylvania Rail¬ 
road in 1907, and with the Erie in 1908. Traffic is also interchanged 
with the Wabash and other lines over the Buffalo Creek Railroad. 

The main line of the industrial railroad extends from a connection 
with ihe Lehigh A alley, about 3,000 feet east of tlie center of the 
plant property, south and west to a point where it enters the plant 
property at the southeast corner. Between these two points track 
connections are made with the Lake Shore, New York Central, 
Pennsylvania, and tlie Buffalo & Susquehanna. The line then ex¬ 
tends entirely through the east side of the plant property to the 
north end of the plant, a distance of 1.86 miles, thence easterly, 
parallel to the property line of the Rogers-Brown Iron Company, for 
2,500 feet, where it crosses the corporation line between Buffalo and 
Lackawanna, and after crossing the Erie, Lake Shore, Lehigh Valley, 
and Pennsylvania by an overhead viaduct, it extends north to the 
Buffalo River, near which it connects with the Buffalo Creek; Dela¬ 
ware, Lackawanna & Western; Buffalo, Rochester & Pittsburgh; and 
Erie railroads. The track designated as main hue extends outside 
of the plant property at the south end 1.32 miles, inside of the plant 
property 1.86 miles, outside of the plant property at the north end 
2.73 miles; total, 5.91 miles. The industrial railroad also owns 2.23 
miles of branches and 7.SI miles of spurs and sidings, in addition to 
which it leases from the steel company 47.32 miles of standard gauge 
yard tracks and sidings located in and around the plant. It also has 
trackage rights over the Delaware, Lackawanna & Western from the 
point where it connects with that line to the D., L. & W. passenger 
station, a distance of 3 miles, making a total trackage owned of 15.95 
miles, leased 47.32 miles, trackage lights 3 miles, a total operated 
trackage of 66.27 miles. The rent paid for the tracks leased from the 
Lackawanna Steel Company is 5 per cent per annum on a valuation 
of $6,200 per mile, the industrial railroad to maintain the tracks. In 
addition to the 47.32 miles of trackage leased to ihe industrial railroad 
the Lackawanna Steel Company has 18 miles of standard gauge tracks 
and 11 miles of narrow-gauge tracks connecting with the various mills 
of the industry, which it operates with its owm equipment. 

The equipment of the industrial railroad consists of 23 locomotives, 
30 steel flat cars, 30 steel gondola cars, 2 passenger cars, and 2 w r ork 
cars. In addition to the locomotives owned, it leases 9 locomotives 
from the steel company for a rental of 5 per cent on the valuation, the 
industrial railroad to make all repairs. None of the equipment goes 
off the line. All the tracks owned by the industrial railroad are 
located on its own right of w r ay; a part of this right of way is inclosed 
29 I. C. C. 
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by the fence of the steel company, but was purchased before the steel 
plant was built. The industrial railroad also owns a tract of about 16 
acres at the south end of the line, upon which are located its round¬ 
house, a repair shop, and various yard tracks. The road is con¬ 
structed with 80 and 90 pound rail and oak ties and is ballasted with 
stone and cinders. The maximum grade Is 1.75 per cent, and the 
average curvature is about 8 degrees. There are four steel bridges on 
concrete abutments. There is one grade crossing at Tift street, 
Buffalo, but under a plan of the city for separating the grade crossings 
at this point, an overhead bridge will be built at a cost of about 
$600,000, of which the industrial railroad’s proportion is estimated at 
from $75,000 to $100,000. The land through which the industrial 
railroad passes is partly low, swampy, marsh land, which can only be 
made available by filling with waste material from the industry. This 
land besides being cheap is the kind of land that large steel plants 
require for the disposition of slag and other waste products. 

The total investment in the railroad and equipment, as shown by 
the annual report for the year ending June 30, 1911, is $1,277,030.89, 
less reserve for accrued depreciation $181,545.34; the net amount of 
the investment value is stated at $1,095,485.55. The principal wit¬ 
ness testified that the book value of the road on June 30, 1911, was 
$1,528,109.58. This valuation includes about 143 acres of land at the 
purchase price, but does not include 14 acres of riparian rights, 
granted by the state of New York. The value of these riparian rights 
was stated to be $5,000 per acre for the entire strip 450 feet wide, 
extending from the industrial railroad right of way to the harbor line. 
The valuation also includes $251,078.69 working capital. The valua¬ 
tion of the physical property of the industrial railroad, as estimated 
by the engineers, places the cost of reproduction at $3,712,558, and the 
valuation on January 1, 1912, at $3,541,032. It is stated that this 
valuation includes all tracks and equipment operated by the indus¬ 
trial railroad, but does not include the tracks and equipment used 
exclusively for intermill work. 

The plant of the steel company is not described on the record, but 
doubtless consists of the usual furnaces, rolling mills, and other depart¬ 
ments of a large steel plant. The general character of service per¬ 
formed by the industrial railroad is the switching of empty and loaded 
cars between the various departments of the plant of the steel 
company and the interchange points with the trunk lines. It 
performs practically all the interworks switching for the steel 
company, but this service, or a great part of it, is over the tracks 
of the steel company, which it leases. In addition to the service 
performed by the industrial railroad, the steel company performs 
interworks switching with its own power over the narrow-gauge 
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tracks, and also perforins some service on the standard-gauge 
tracks, for which it leases locomotives from the industrial railroad 
when needed. About 94 per cent of the total inbound business 
for the steel company is coal, coke, limestone, and scrap. The ore 
is brought in by boats owned by the steel company, and unloaded 
at the steel company’s dock; the ore is not handled by the industrial 
railroad, but is taken from the dock to the bins by the steel com¬ 
pany, by means of conveyers. Some of the ore received at the 
dock is shipped to other points, in which case it is switched by the 
industrial railroad. It is stated of record that for the year ending 
June 30, 1911, there were 207,340 cars handled, of which 181,103 
cars, or 87.34 per cent, were for the Lackawanna Steel Company, 
and 26,237 cars, or 12.66 per cent, were for other shippers. Of the 
total number of cars handled, 97,239 cars were switched to and 
from connecting carriers. Of this traffic 76.9 per cent was supplied 
by the Lackawanna Steel Company, and 23.1 per cent was supplied 
by other shippers. 

In addition to the plant of the steel company, the industrial rail¬ 
road serves the Lackawanna Bridge Company, Rogers-Brown Iron 
Company, Advance Supply Company, Buffalo Brake Beam Com¬ 
pany, Seneca Iron & Steel Company, Corrugated Bar C ompany, and 
Trumbull, Mudge & Company, dealers in steel and iron scrap. With 
the exception of the Rogers-Brown Iron Company and Trumbull, 
Mudge & Company all of these independent industries purchase a 
large part of their materials from the Lackawanna Steel Company. 
It is stated that a considerable number of smaller shippers are served. 
The plants of the Seneca Iron & Steel Company and the Corrugated 
Bar Company are not located on tho main line of the South Buflalo, 
but are reached by means of trackage rights over the Buffalo & Sus¬ 
quehanna for a distance of 3,000 feet, and over its own switch track 
extending from the Buffalo & Susquehanna tracks to the plants, a 
distance of 1,000 feet. 

There is a reciprocal trackage arrangement between the South 
Buffalo Railway and the Buffalo & Susquehanna Railroad, under 
which a part of the tracks of each are used by the other, each paying 
a fixed annual rental, and in addition a proportion of tho cost of 
maintenance and cost of engino service. Under this arrangement 
the South Buffalo pays tho Buffalo & Susquehanna about $2,400 a 
year, and the Buffalo & Susquehanna pays to tho South Buffalo 
about $11,500 a year. Tho Buffalo & Susquehanna has no track 
connections with other lines. All interchange of traffic with other 
line carriers is effected through this trackage arrangement. The 
cars are moved with the power of tho South Buffalo, but tho Buffalo 

& Susquehanna pays for such movements by paying its proportion 
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of tho cost of the engine service. The traffic handled by the South 
Buffalo for the Buffalo & Susquehanna under this arrangement does 
not enter into the traffic statistics or operating-revenue accounts, 
the amounts received from and paid to the Buffalo & Susquehanna 
being treated as rentals or expense of joint facilities. 

Tho Rogers-Brown Iron Company, the largest outside industry 
served by the industrial railroad, has its own system of plant tracks 
and performs with its own power tho switching service between the 
point of interchange with the South Buffalo and the points of place¬ 
ment within the plant. No allowance is made by the South Buffalo 
to that industry for this service. The Seneca Iron & Steel Company 
is reached by the Lake Shore Railroad, but the Lake Shore does not 
perform any service on inbound or outbound material. All inter¬ 
change for this plant is performed by the South Buffalo. 

The purpose of the Pennsylvania in building its tracks to the 
Rogers-Browm Iron Company was to reach their ore docks, which 
are immediately north of the iron company’s property. The South 
Buffalo Railroad handles all of the coke, limestone, and some other 
commodities for the Rogers-Browm Iron Company. This company 
gets its ore by water over its own docks. While the other outside 
industries, above referred to, are said to be reached only by the 
rails of the South Buffalo, they are all located immediately adjacent 
to the rails of the line carriers and w T ould be immediately on their 
rails except for the fact that the South Buffalo intervenes between 
them. Here, again, is an instance where to give the color of a right 
to receive allowances the industrial railroad has been located sur¬ 
rounding the lands which the industry controls in such manner that 
access to them from the trunk lines may be had only over the rails 
of the industrial railroad. 

The interchange switching for the steel company and others to the 
nearest trunk line involves a haul of from 1,750 feet to 2.18 miles 
outside of the plant property. To the connections farthest from the 
plants, including the haul through the plant property, the distance 
ranges from one-half of a mile to 5.75 miles, the average being about 
3 miles. 

The industrial railroad files tariffs and concurrences with the 
Commission and receives allowances from the connecting trunk lines 
of 10 cents a ton on coal, coke, and other raw materials and 15 cents 
a ton on outbound manufactured products where the rate accruing 
to the trunk line is 50 cents a ton or over, and where the rate is less 
than 50 cents a ton no allowance is made; but $2.50 per car, or the 
tonnage rate, is collected from the consignee or consignor, and this 
amount is not absorbed by the trunk line. The charge for handling 

hot metal around tho plant is 13 cents per gross ton, tonnage to be 
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computed on the daily product of the furnaces. This rate also 
applies on the movement of raw material from the furnace-receiving 
track to the required furnace delivery, and to cars of cinders, dust, 
or dirt to the furnace dump. The industrial railroad issues through 
bills of lading. It also maintains a depot, team tracks, and other 
facilities for receiving and forwarding less-than-carload freight, and 
it is stated that it handles from 35 to 40 cars a month of less-than- 
carload business. At the time of the hearing it had no freight sta¬ 
tion, but has since erected a small brick station. This station is 
within the plant property and is surrounded by a fence. Access to 


it by shippers is had through a gate. 

The annual report for the year ending June 30, 1911, shows a total 
operating revenue of $676,471.02, of which $647,113.33 was deii\ed 
from freight traffic, $1,713.95 from passengers, $27,641 from car serv¬ 
ice, and $2.74 from miscellaneous. The operating expenses for the 
same period were $4S1,S4S.66; net operating revenue, $194,622.36. 
There was other revenue to the amount of $1,097.69, and after the 
deduction of taxes, interest, and other charges against income there 


was a net income for the year of $132,722.59. There was an accu¬ 
mulated surplus from previous years of $413,269.42, and after the 
addition of $83.36 for miscellaneous adjustments there was a net sur¬ 
plus on June 30, 1911, of $546,075.37. It is shown of record that of 
the total freight revenue, $647,113.33, for the year ending June 30, 
1911. $372,263.94, or 57.33 per cent, was derived from allowances 
by the line carriers; $266,289.89, or 41.15 per cent, was derived 
from interworks switching for the 12 a c k aw an n a Steel ( ompaii} , 


and $8,564.50, or 1.32 per cent, was derived from switching service 


performed for outside industries. 

It was admitted that with the $500,000 derived from the sale of 
the capital stock and the outstanding indebtedness of $300,000 plus 
the returns from operation, the industrial railroad has been enabled 
to maintain a first-class railroad for switching purposes in a first-class 
condition out of the revenue derived from switching, and in addition 
thereto accumulated a surplus of approximately one-half million of 
dollars. It is stated that the industrial railroad has never paid any 


dividends. 

The industrial railroad operates a passenger-train service between 
the plant of the Lackawanna Steel Company and the Delaware, Lacka¬ 
wanna & Western station in the city of Buffalo. This passenger 
service consists of one train in each direction morning and night, and 
is operated over 3 miles of the industrial railroad track and 3 miles 
over the Delaware, Lackawanna & Western track under trackage 


rights. 
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This service was necessary to enable the workmen to get back and 
forth during the time of the construction of the steel company’s plant. 
The service was continued to enable the employees of the steel com¬ 
pany to reach the plant, there being many who could not reach Lacka¬ 
wanna in time if they depended on the street-car service. About 75 
or 80 per cent of the passengers carried are employees of the steel 
company. At the time of the hearing a trolley line carried most of 
the employees because of the transfer privilege in the city of Buffalo. 

The industrial railroad is a member of the American Railway Asso¬ 
ciation per diem agreement, the Demurrage Association, Master Car 
Builders’ Association, and interchange inspector’s agreement. The 
roads entering Buffalo have an association, and through their rules 
have granted the South Buffalo Railway a five-day reclaim on all 
cars inbound and outbound. If a car goes in loaded and comes out 
loaded the allowance is 10 days. It is stated that the South Buffalo 
Railway Company has adopted the code of demurrage rules which are 
filed with the Commission, and all demurrage is assessed in accordance 
with these rules. The total demurrage collected from shippers for 
the year ending June 30, 1911, amounted to $31,209, of which $24,875 
was collected from the Lackawanna Steel Company, but the payment 
by an industry to its industrial railroad is simply a transfer of the 
funds from one pocket to the other. 

As in other cases herein described the industry derives considerable 
advantage from the reclaim allowances to its incorporated railroad. 
In this instance, as a result of the reclaim arrangement, the industry 
can use the car for five days less the time actually required to switch 
it in and out, whereas under the demurrage rule it would be allowed 
only two days’ free time. In a statement prepared by the Commis¬ 
sion’s examiner it is shown that for the year ending June 30, 1911, 
the amount of per diem paid was $162,456.10, to which is added for 
equipment leased from the Lackawanna Steel Company $2,550.13, 
adjustments $615.35, making a total of $165,621.58. The amount of 
reclaims received from the trunk lines for the same period was 
$137,441.95, to which is added for equipment leased to the Lacka¬ 
wanna Steel Company $4,788.23 and for adjustments $4,268.10, 
leaving a net amount paid for hire of equipment $19,123.30. 

NORTH BUFFALO RAILROAD. 

This case illustrates the methods sometimes resorted to in order to 
establish in form a railroad service that would seem to entitle the 
industry to an allowance from the trunk line for switching the inbound 
material and outbound manufactured products between the plant 
and a designated point of interchange with the trunk line. 

29 I. C. C. 
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In 1907 or 1908 the Wickwire Steel Company built a blast furnace 
on the banks of the Niagara River, near the town of Harriet, about 
midway between the northern limits of Buffalo and North Tona- 
wanda. The plant and facilities cover an area of about 70 acres and 
include two blast furnaces with a total capacity of 750 tons per day. 
The land was purchased from the Womalancet Land Company, a 
syndicate of Buffalo; it is stated that there is no identity of interest 
between the land company and the steel company. 

The particulars concerning the original construction of the track 
are not given of record, but it is stated that there are 4.76 miles of 
yard tracks and sidings located in and around the plant of the steel 
company, and that the equipment consists of 5 locomotives, 2 flat 
cars, and 2 gondola cars. These tracks are operated in the name of 
the North Buffalo Railroad, which is not incorporated under the gen¬ 
eral railroad laws of the state and makes no report to the Public Serv¬ 
ice Commission; it was incorporated under the general statute. It is 
owned by the steel company, and all of the tracks and equipment 
operated are leased from the steel company for an annual rental of 
$10,000. At the time of the hearing the investment value of the 
North Buffalo Railroad, including the right of way and equipment, 
was stated to be $129,430.48. 

At Harriet the New York Central has a yard for the switching 
and storage of cars. From this yard it built a spur track to the 
plant of the steel company, a distance of 2,400 feet. This track, 
including the right of wav, is owned in fee by the New \ ork Central. 
The right of way was donated by the Womalancet Land Company. 
The spur track is not used by the New York Central, but is used 
entirely by the North Buffalo Railroad without charge for rental, 
and for all practical purposes the New York Central ends at Harriet, 
which is the designated point of interchange between the North 
Buffalo and the New York Central. By means of this spur the 
industrial railroad connects also with the Delaware, Lackawanna 
& Western and Lehigh Valley at Harriet. 

The general character of the service performed by the industrial 
railroad consists of switching empty and loaded cars between the 
plant and the interchange tracks of the trunk lines at Harriet, using 
the tracks owned by the New York Central for this purpose. It also 
performs all internal switching for the steel company. It is stated of 
record that in addition to serving the steel company, the industrial 
railroad is filling the land of the Womalancet Land Company south 
of the steel company’s property with slag from the furnaces; this 
is done at the expense of the Wickwire Steel Company and with¬ 
out cost to the land company. The steel company owns land that 

it can use for dumping ground which it will be necessary to fill up 
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before it can be used for building purposes, but it has no present use 
for this land and therefore dumps the slag on the land of the Woma- 
lancet Land Company as a means of getting rid of it. 

It is not apparent on the record that there is any necessity for an 
intermediate railroad service between the plant and the trunk lines. 
The New York Central owns the right of way and track between the 
present point of interchange and the plant of the steel company and 
can make deliveries and pick up cars at the plant. That this service 
is performed by the North Buffalo Railroad is due to some form of 
agreement with the New York Central through which the point of 
interchange is established at the trunk line yards at Harriet, and 
the tracks of the trunk line are used by the industrial railroad for 
the switching service between the two points. It was stated by the 
principal witness that the steel company would have no objection to 
the trunk lines performing the service now performed by the indus¬ 
trial railroad if the service was prompt and met the requirements of the 
furnace operation. In this, as in other cases herein referred to, the 
whole question seems to rest upon the performance of the service at 
times and at intervals to meet the requirements of the manufacturing 
operation. It is stated that if the trunk line undertook to make direct 
deliveries at the plant it would create great confusion and would 
seriously interfere with the operations of the furnaces on anything like 
a proper basis. 

At the time of the hearing no allowances were received from the con¬ 
necting trunk lines, but the industrial railroad is charging the steel 
company $2.50 per loaded car in or out on traffic that bears a rate 
of 50 cents per ton or more for the trunk line haul and 75 cents 
per loaded car on other traffic, including the internal switching. 
The steel company gets the benefit of the Buffalo rate with delivery 
at Harriet on all commodities, irrespective of the line over which 
they come into Buffalo. On some of the traffic the switching charges 
between Buffalo and Harriet are absorbed; on other traffic the indus¬ 
trial railroad has through rates in connection with trunk lines. 

By the Commission: 

[seal.] George B. McGinty, 

Secretary. 
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“Exhibit BA 


Filed May 25, 1914. 

Newburgh A South Shore Railway Company 
(South Shore Belt Line) 

Office of General Superintendent. 


G. S. File 414. 


Cleveland, Ohio, May 8th, 1914. 
Sot tee. 


Brooks Oil Co., Newburgh, Ohio. 

C. F. Wilson, Newburgh, Ohio. 

K. 1\ Burnett, Newburgh, Ohio. 

American Steel A: Wire Co., ”E Furnace, Newburgh, Ohio. 
Knauff A: Esterbrook, Newburgh, Ohio. 

Cuyahoga Paving Co., Newburgh, Ohio. 

American Steel A \\ ire Co., Newburgh Steel Works, Newburgh, 
Ohio. 

American Steel A Wire Co., Newburgh W ire W orks, Newburgh, 
Ohio. 

W. II. Snell Coal Co., Newburgh, Ohio. 

S. F. K. Steel Barrel Co., Newburgh, Ohio. 

Village of South Newburgh, Newburgh, Ohio. 

Riley Bros., Newburgh, Ohio. 

Sheets Bros., Newburgh, Ohio. 

Connellv Construction Co., Newburgh, Ohio. 

Cuyahoga Builders Supply Co., Newburgh, Ohio. 

Donley Bros., Newburgh, Ohio. 

Euclid Builders Supply Co., Newburgh, Ohio. 

Lowerty Bros., Newburgh. Ohio. 

Cleveland Fireproof Construction Co., Newburgh, Ohio. 

William Burkhart, Newburgh, Ohio. 

Marcelline Feed A Coal Co., Newburgh, Ohio. 

Baldwin Bros., Newburgh, Ohio. 

Atwater Core A Moulding Sand Co., Newburgh, Ohio. 

G. Narrows, Newburgh, Ohio. 

M. F ‘reshwater, Newburgh, Ohio. 

American Steel A W ire Co., Slag Crusher. Newburgh, Ohio. 
American Telephone A Telegraph Co.. Newburgh, Ohio. 

R. L. Beck, Newburgh, Ohio. 

Cleveland Concrete Big. Block Co., Newburgh, Ohio. 

Enterprise Paving A Construction Co., Newburgh, Ohio. 

Hoag A Zulla, Newburgh, Ohio. 

W. E. I mesch, Newburgh, Ohio. 

Peerless Str. Concrete Co., Newburgh, Ohio. 

Cleveland Railway Co., Newburgh, Ohio. 

American Steel A W ire Co., Cuyahoga Works, Newburgh, Ohio. 
2_2744a 
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Grav Lumber Co., Newburgh, Ohio. 

Farr Brick Co., Cleveland, Ohio. 

Jos. Rybak, Cleveland, Ohio. 

Cleveland Furnace Co., Cleveland, Ohio. 
Cleveland Macadam Co., Cleveland, Ohio. 
Semett Solvay Co., Cleveland, Ohio. 
Corrigan McKinney Co., Cleveland, Ohio. 


(Here follows plat marked page 180.) 


181 River Dock Co., Cleveland, Ohio. 

River Furnace Co., Cleveland, Ohio. 

C. II. Fath A Son, Cleveland, Ohio. 

Great Lakes Towing Co., Cleveland, Ohio. 

J. C. Carland Co., Cleveland, Ohio. 

American Steel A Wire Co., Central Furnaces, Cleveland. Ohio. 


Gentlemen: The Interstate Commerce Commission in a pro¬ 
ceeding pending before it entitled “In the Matter of Allowances 
to Short Lines of Railroads Serving Industries, No. 4181,’’ has 
handed down an opinion to the effect that The Newburgh & South 
Shore Railway Company is not a common carrier. The Commis¬ 
sion has failed to enter any order in said case and The Newburgh 
A South Shore Railway Company, although believing that the 
opinion of the Interstate Commerce Commission is wrong and con¬ 
trary to law, has up to the present time been unable to contest the 
correctness of said opinion in the courts. The line carriers con¬ 
necting with the Newburgh A South Shore Railway have refused 
to continue to absorb the switching charges of this company. Under 
the circumstances this company is advised hv Counsel that it should 
not handle or move traffic, as has been customary heretofore, until 
the matters involved in the proceeding aforesaid have been finally 
determined. 

You are therefore notified that from and after the first day of 
June. 1914, and continuing until such time as the matters in¬ 
volved in the proceeding above have been finally determined, the 
Newburgh & South Shore Railway Company will not handle any 
interstate traffic to or from your company. This Company will, 
however, continue to handle your intrastate shipments under the 
tariffs now on file with the Public Utilities Commission of Ohio. 

Yours truly, 

C. A. GALLAGHER, 

General Superin ten den t. 


\ 




LET THE 

SOUTH SHORE BELT LINE 

DO YOUR SWITCHING. 

IT WORKS WHILE YOU SLEEP 


SPEAK OR WRITE TO YOUR REAL ESTATE AGENT 
OR US ABOUT IT 
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132 Rale to Show Cause. 

Filed May 25, 1914. 

In the Supreme Court of the District of Columbia. 

56931. 

United States of America ex Rel. American Steel & Wire 
Company, W. II. Snell Company, The S. F. K. Steel Barrel Com¬ 
pany, The Euclid Builders Supply Company, Lowrey Brothers, 
Marcelline f eed A: Coal Company, The Cleveland Railway Com¬ 
pany, The Cray Lumber Company, Farr Brick Company, and 
Great Lakes Towing Company, 

vs. 

Interstate Commerce Commission. 

This cause came on to he heard on the 25 dav of May, A. D. 
1914, upon petition of the United States of America upon the rela¬ 
tion of the American Steel & Wire Company, W. II. Snell Company, 
The S. F. K. Steel Barrel Company, The Euclid Builders Supply 
Company, Lowrey Brothers, Marcelline Feed & Coal Company, The 
Cleveland Railway Company, The Gray Lumber Company, Farr 
Brick Company and Great Lakes Towing Company for a peremp¬ 
tory writ of mandamus against the Interstate Commerce Commis- 
sion, and 

It is ordered, that said Interstate Commerce Commission appear 

before this court on the 29th day of May. A. D. 1914, at 1.15 

* « 

o’clock p. m. and show cause why a writ of mandamus should not 
issue as prayed for in said petition. 

It is therefore, ordered that a copy of this rule and a copy of said 
petition certified under the hand of the clerk and the seal of this 
court, he served by the Marshal upon said Interstate Commission. 

THOS. H. ANDERSON. Justice. 


183 Marshal’s R stum . 

Served copy of within rule to show cause together with copy of 
petition on Interstate Commerce Commission by service on G. B. 
McGinty, secretary. 

May 25, 1914.' 


MAURICE SPLAIN. Marshal, 
C. R. S. 
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184 Filed May 28, 1914. 

In the Supreme Court of the District of Columbia. 

No. 56931. 

United States ok America ex Rel. American Steel A Wire 
Company. W. II. Snell Company, The S. F. K. Steel Barrel Com¬ 
pany. The Fuclid Builders Supply Company, Lowrev Brothers, 
Marcelline Feed A Coal Company, The Cleveland Railway Com¬ 
pany, The Cray Lumber Company, Farr Brick Company, and 
Great Lakes Towing Company, 

v. 

Interstate Commerce Commission. 


An nicer of the Interstate Commerce Commission. 

The Interstate Commerce Commission, respondent in the above- 
entitled cause, now. and at all times hereafter, savin a: and reserving 
to itself all and all manner of benefit and advantage of exception 
to the many errors and insufficiencies in the relators’ said petition 
herein, for answer thereunto, or unto so much or to such parts 
thereof as this respondent is advised is material for it to make answer 
unto, answering savs: 

I. 

Respondent, for the purposes of this suit only, admits the allega¬ 
tions in the first paragraph of said petition, except this, the re¬ 
spondent denies that the Newburgh A South Shore Railway Com¬ 
pany is a common carrier railroad company. 

IT. 

Respondent admits the allegations in paragraph 2 of said petition. 

III. 

Respondent admits the allegations in paragraph 3 of said peti¬ 
tion in so far as they conform to the statements of this respondent 
in its report, a copy of which is attached to the petition and marked 
“Exhibit A hut this defendant denies the allegation in 
185 said paragraph 3 that respondent “failed to enter any de¬ 
cision. order or requirement in the premises as required and 
provided hv law." On the contrary, this respondent’s decision, in 
so far as it affects the Newburgh & South Shore Railway Company, 
is set forth on page 249 of Exhibit A, as follows: 

From all the facts shown of record we conclude and find that the 
Newburgh A South Shore Railway Company is simply a plant 
facility of the American Steel A Wire Company and performs no 
service of transportation for which it may lawfully and without 
undue discrimination l>e compensated by the connecting line car¬ 
riers out of their rate. 
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1 hat as regards the Newbury A South Shore Railway Company, 
the only issue before this respondent in said cause was whether or 
not the said company was entitled to he compensated by the con¬ 
necting line carriers for switching services performed by it. And 

the foregoing excerpt from the report was a complete 'decision of 
that issue. 

IV. 

This respondent admits the filing of tariffs as set forth in para¬ 
graph 4 of said petition and that by reason of the unlawful pay¬ 
ment of the switching charges of the Newburgh & South Shore Rail¬ 
way Company by the line carriers, relators were enabled to ship 
and receive interstate freight at the rate applicable to Cleveland. 
Rut, as stated, the issue before this respondent in said proceeding 
was whether or not such payment by the line carriers were in viola- 
tion of any of the provisions of the Act to regulate commerce. That 
bv said Act to regulate commerce as amended this respondent has 
.jurisdiction to hear and determine such controversies: that in the 
exercise of its exclusive jurisdiction over questions of fact pertaining 
to discrimination, preferences, and rebating bv common carriers 
engaged in interstate commerce and its power to investigate upon 
its own initiative such questions, this respondent instituted said pro¬ 
ceedings before it, gave full hearing to all the parties, and rendered 
its decision as aforesaid. 

V. 

That as to the matters and things set forth in paragraph 
18b 5 of said petition this respondent admits, for the purposes 

of this suit only, that the relators are located upon the tracks 
of the Newburgh & South Shore Railway Company, which is a plant 
facility of the American Steel £ Wire Company/ This respondent 
alleges that the American Steel A V ire Company owns and operates 
said plant railroad, and it. together with the other relators, have the 
same use of it that they have ever had, and may continue to use the 
same as heretofore unless the American Steel & Wire Company and 
its plant railroad withdraw the use of the railroad from the public. 
That nothing in the decision of this respondent in the proceeding 
aforesaid prevents the said plant- railroad from performing the same 
service for the relators, or any of them, that it has heretofore per¬ 
formed. 1 

VI. 

This respondent neither admits nor denies the allegation® con¬ 
tained in paragraph b of the said petition, but calls for"strict proof 
thereof if the facts alleged, or any of them, are material or relevant 
to the determination of this case. Rut this defendant denies that the 
relators, or any of them, are deprived of their property without dufe 
process of law or in violation of anv of the provisions of the Con 
stitution of the United States. 


VII. 

This respondent denies the allegations in paragraph 7 of said peti- 


186 


U. S. EX REL. W. H. SNELL CO. ET AL. VS. 


Lion, and further denies that this court has jurisdiction of the ques¬ 
tion presented in said paragraph. 

VIII. 

This respondent admits that the line carriers have conformed their 
conduct to the decision of this respondent above set forth by tiling 
tariffs in accordance therewith, and have ceased to unlawfully absorb 
the switching charges of the Newburgh & South Shore Hallway 
Com pan v, the plant facility of the American Steel & W ire Com¬ 
pany. this respondent admits, for the purposes of this suit only, 
that the relators are obliged to deliver their traffic to the 
187 main line carriers of interstate traffic, but in this respect 
they are on no different footing than other shippers in the 
citv of Cleveland who are not located directly upon lines of railroad 
which are not plant facilities. As to the other alleged facts set forth 
in said paragraph, this respondent neither admits nor denies the 
same, but calls for strict proof if the facts alleged are material or 

relevant. 

IX. 

This respondent admits the filing of petitions for rehearing in 
said investigation and decision as set forth in paragraph b of said 
petition, and states that said petitions for rehearing have been over¬ 
ruled. Respondent denies that it refuses to enter an order in said 
proceeding before it and denies that any further decision is re¬ 
quired by law\ 

X. 

This respondent neither admits nor denies the allegations in 
paragraph 10 of said petition, hut calls for strict proof thereof in 
case the same are necessary and relevant to the determination of 
this case. This defendant denies that any action taken by the New¬ 
burgh & South Shore Railway Company towards the relators asset 
forth in the notice attached as Exhibit B can or does have any force 
and effect in determining the jurisdiction procedure, decisions, or 
orders of this respondent under the Act to regulate commerce as 

amended. 


XI. 

This defendant denies that the relators have such an interest in 
the matters complained of as entitled them to a writ of mandamus 
against this respondent for any purpose whatever. 

And having fully answered the petition this respondent prays to 
be hence dismissed with its reasonable costs, etc., etc. 

INTERSTATE COMMERCE COMMISSION, 
Bv CTTAS. M T . NEEDHAM, Assistant Counsel. 
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188 City of Washington, 

District of Columbia, ss: 

Chm-les W. Needham, Assistant Counsel of the Interstate Com- 
ineHt Commission, on oath says that he lias read the foregoing 

thh tl'“ d '"‘'I'? t ' e contents thereof; and that the matters and 

tion, 8 lnd behef te<1 ^ U '" e the ^ of his kll0 "' 1 edge, informa- 

CHAS. W. NEEDHAM. 

Subscribed and sworn to before me, George B. McGintv a notary 
public in and lor said District of Columbia, this 28th day of May 

[ SEAL -] GEORGE B. McGINTY, 

Notary Public. 


Filed June 15, 1914. 

In the Supreme Court of the District of Columbia. 

Law. No. 56931. 

Exited States of America ex Rel. American Steel & Wire 
Company, \\ II. Snell Company, The S. F. K. Steel Barrel Com- 

pany. I he Euclid Builders Supply ..pany, Lowrev Brothers, 

Marcelline Feed A Coal Company, The Cleveland Railway Com- 
pany 1 he (.ray Lumber Company. Farr Brick Company, and 
threat Lakes 1 owing Company, Petitioners and Delators. 1 

y s. 

Interstate Commerce Commission. Defendant and Respondent. 

Demurrer. 

The relators herein say that the answer of the respondent herein 
is bad ill substance. 

CHAS. COWLES TUCKER 
ALVORI) L. BIST-IOP, and ' 

SQUIRE, SANDERS & DEMPSEY, 
Attorneys for Petitioners and Relators. 

Memorandum. 

One of the matters of law intended to he argue,1 on the hearing 
of the above demurrer is that the said answer does not state facts 
which constitute a defense to the petition herein 
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190 Supreme Court ot the District ot Columbia. 

Monday, August 17th, 1914. 

So-ion resumed pursuant to adjournment, lion. Wendell P. 
Stafford, Justice presiding. 

No. 50931. At Law. 


I n!ted States of America ex Del. American Steel & Wire 
Com pan y. W. 11. Snell Company. The S. b. K. Steel Barrel Com¬ 
pany. The Luclid Builders Supply Company, Lowrey Brothers, 
Marccllim Feed A Coal Company. The Cleveland Railway Com¬ 
pany. The Cray Lumber Company. Farr Brick Company, and 
Croat Lake.- 'Towing Company. Petitioners, 

vs. 

Interstate Commerce Commission, Defendant. 


Thi- cause came on to Ik? heard, upon the petition tiled herein, 
the Pule to Show Cause, issued thereon, the Answer thereto and 
Demurrer to slid answer, and C argued by attorneys of record tor 
the respective parties and -ubmitted to the Court. W hereupon, it 
j. ordered that said demurrer he and the same is hereby overruled 
and considered tliat the said rule to show cause be and hereby is 
discharged and the petition dismissed. Further it is considered 
that the defendant recover of the petitioners its costs ol defense. 
to he taxed bv the Clerk and have execution thereof. 

From the foregoing, the petitioners by their said attorneys, m 
oven court, not. an appeal to the Court of Appeals, whereupon the 
penalty of a hon.l for rests is hereby fixed in the sum of One Hun- 

dred Dollars. 


Memorandum. 


September 3. 1911.—Appeal bond for costs ($100.90) approved 
mid filed. 
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Order. 

Filed September 3, 1914. 

In the Supreme Court of the District of Columbia. 

At Law. No. 56931. 


I'm t k o States ok America ex Rel. American Steel & Wire 

Company et al. 
vs. 

Interstate Com merge Commission. 


On motion of the said American Steel & Wire Company one of 
the relators herein, by it- counsel, and with the consent of the other 
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relators and of the respondent, it is by the Court, this 3d day of 
September, 1914, as of the 15th day of August, 1914, now for 
then, 

Ordered that the said relator, the American Steel & Wire Com¬ 
pany, a corporation, he, and il is, dismissed as a party relator to 
this action; and the petition dismissed as to it without prejudice, 
however, to the rights herein of the other relators. 

ASIILEY M. GOULD, Justice. 

We consent: 

C. C. TUCKER, 

A. L. BISHOP & 

SQUIRE, SANDERS & DEMPSEY, 

Attorneys for Relators. 

\ttornev for the Interstate Commerce Commission, 

Cl I AS. W. NEEDHAM. 

192 Filed September 3, 1914. 

In the Supreme Court of the District of Columbia. 

At Law. No. 50931. 


United States ex Rel. The Cleveland Railway Company, a 

Corporation, et ah, Relators, 
vs. 

Interstate Commerce Commission, Respondent, 


Assignment of Errors. 


1. The Court below erred in overruling the demurrer of the 
relators to the answer of the respondent to the petition for a writ 
of mandamus filed by the relators: in discharging the rule to show 
cause issued upon the filing of said petition and in dismissing said 


petition. 

2. The Court below erred in not granting 


the relief prayed for 


in the petition for the writ of mandamus. 

3 r p] ie Court below erred in determining upon the pleadings 
and exhibits that the respondent should not be compelled by a 
peremptory writ of mandamus to enter an order in the proceeding 
before it; entitled. “In the matter of Allowances to Short Lines of 
Railroads Serving Industries, docket No. 4181. ’ 

4. The Court below erred in determining upon the pleadings and 
exhibits that the respondent was not required to enter an 
193 order in said proceedings entitled In the matter of Mlowance 
to Short Lines of Railroads Serving Industries, docket No. 
4181. and by its order appealed from rendering judgment to that 

effect. 

C. C. TUCKER. 

A. L. BISHOP, and 

SQUIRE. SANDERS & DEMPSEY. 

Attorneys for Relators. 
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194 Designation for Transcript. 

Filed September 3, 1914. 

In the Supreme Court of the District of Columbia. 

At Law. No. 50931. 


United States ex Rel. The Cleveland Railway Company, a 

Corporation, et al., Relators, 
vs. 

Interstate Commerce Commission, Respondent, 


The Clerk of the Court in the preparation of the transcript of the 
record on appeal in this cause will include therein all of the plead¬ 
ings with rlieir exhibits and affidavits: all of the minute entries of 
orders made by the Court herein and memorandum of filing of the 
appeal bond, together with assignments of error. 

C. C. TUCKER, 

A. L. BISHOP, and 

SQUIRE, SANDERS & DEMPSEY, 

Attorneys for Relators. 


195 Supreme Court of the District of Columbia. 

United States of America, 

District of Columbia, ss: 

1 , John R. Young, Clerk of the Supreme Court of the District 
of Columbia, hereby certify the foregoing pages numbered from 1 
to 2(>. both inclusive, to he a true and correct transcript of the 
record, according to directions of counsel herein filed, copy of which 
is made part of this transcript, in cause No. 56931 at Law, wherein 
United States of America, ex rel. American Steel A Wire Company, 
et als.. are Petitioners and Interstate Commerce Commission is De¬ 
fendant. as the same remains upon the files and of record in said 
Court. 

In testimony whereof, I hereunto subscribe mv name and affix 
the seal of said Court, at the City of Washington, in said District, 
this 8th day of September, 1914. 

[Seal Supreme Court of the District of Columbia.] 

JOHN R. YOUNG, Clerk. 

Endorsed on cover: District of Columbia Supreme Court. No. 
2744. U. S. ex rel. W. IT. Snell Co. et al.. appellants, vs. Interstate 
Commerce Commission. Court of Appeals, District of Columbia. 
Filed Sep. 15. 1914. Henry W. TTodges, clerk. 
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No. 2744. 


No. 21. SPECIAL CALENDAR. 


I NI'J'EI) STATES OF A .ME I MCA EX It EL. \Y. H. SNELL 
COMPANY, THE S. F. K. STEEL BARREL COM¬ 
PANY. THE EUCLID BUILDERS SUPPLY COM¬ 
PANY. ET AL., Ai i ’ELLA NTS. 

VS. 

INTERSTATE COMMERCE COMMISSION. Appellee. 


Statement of Facts. 

_ oi- about the 20th day of June, 1911, the Interstate 
Commerce Commission, the appellee herein, entered an order 
upon its own motion, providing that an investigation be in¬ 
stituted to consider the matter of rates, divisions of rates and 
It 



allowances on inbound and outbound traflic, moving over 
short lines of railroads serving iron and steel industries in 
Official Classification Territory, more particularly that por¬ 
tion lying east of Cleveland and Cincinnati, in the State ot 
Ohio, by which order all railroads in Official Classification 
Territory reaching points in the territory mentioned, at 
which steel and iron industries were operated, were made 
parties, and the order further provided that the proceedings 
he conducted with a view to ascertaining the relation of short 
lines of railroad to, and their affiliation with, the iron and 
steel industries which they serve, and fur the purpose ot de¬ 
termining whether the division of rates received by, or al¬ 
lowances made to. them, were unduly preferential, or other¬ 
wise unlawful, 

“and for such order or orders in the premises after 

full hearing as to the Commission may seem proper.” 

(Ree.. page 2.) 

Among the common carrier railroads made parties de¬ 
fendant to that proceeding, was 1 he Newburgh A South 
Shore Railway Company, which was a short line of railroad 
located in and about Cleveland. Ohio, as well as numerous 
other terminal railroads, and all ot the larger lailioads in 
the territory under discussion 5 Official ( lassification letn- 
tory, by the way. being that part of the l nited States located 
east of the Mississippi and north of the Ohio and the 
Potomac. 

A great mass of testimony was taken by the Commission 
pertaining to the method of operation upon terminal rail¬ 
road" in the territory involved. r l heir history, financial and 
physical, the divisions of the rates or the allowances accorded 
to them, practice of the so-called trunk-line railroads, by 
which is meant those having a line haul as distinguished 
from those performing a terminal service, was gone into, 
and the Commission called in one expert witness to obtain Ins 


views. 




On or about the 20th day of January, 1914, the Interstate 
Commerce Commission issued in the above matter, which 
had been theretofore designated as “Industrial Railways 
Case, in the Matter of Allowances to Short Lines of Rail¬ 
roads serving Industries,” and numbered 4181, the “Report 
(> i Ibe Commission,’' a document some 180 pages at length, 
29 I. C. C. Rep., pages 212 to 373 (Ree., pp. 9 to 179, in¬ 
clusive) . 

In this report of the Commission, the Commission reviewed 
the practice of the railroads, the character of the industrial 
tail ways, and taking up the specific railroads separately, as 
for instance, The Newburgh & South Shore Railway Com¬ 
pany, at pages 247 and 295 of the report, and pages 45 and 
;, 7 of the record, said as to the latter road (Rep., p. 249: 
Rec., p. 47) : 


1 loin all the tacts shown ot record, we conclude 
and find that The Newburgh & South Shore Railwav 
Compam is simply a plant facility of the American 
Steel & W ire Company, and performs no service of 
transportation for which it may lawfully and without 
undue discrimination be compensated by the con¬ 
necting line carriers out of their rates.’* 


A similar finding was made in respect to all of the other 
terminal roads under investigation, the Commission saying 
at page 268 of its report, (Record, 64) : 

“What w^e decide upon the testimony adduced is 
that these practices are unlawful in themselves be¬ 
cause they are rebates, in fact and in effect, and also 
give undue and unreasonable preferences and advan¬ 
tages to the industries so favored and work undue and 
unreasonable prejudice and disadvantage to shippers 
in the same business who did not receive any such 
allowances or rebates, and who did not receive the 
benefit of any such services. And we hold further 
upon the record that the form in which these plant 
facilities are organized and operated is an unlawful 
device adopted by the industries for the purpose of 
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securing rebates from the published rates and re¬ 
bates in service and other undue and unreasonable 
advantages forbidden by law.” 

The Commission then went on to point out that the matter 
had been brought to their attention voluntarily by a joint 
committee, representing some ol the trunk lines, and the 
United States Steel Corporation (owning the stock ol some ol 
the terminal roads) and stated: 

“Under these circumstances it seems to be unneces¬ 
sary at this time to enter an order. We assume that 
the trunk lines and the industries will at once adjust 
their practices in conformity herewith. 

(Rec., p. 65.) 

The conclusion reached by the Commission was based 
upon the fact that there was a common ownership or related 
ownership of the stock of The Newburgh A South Shore 
Railway Company and of the American Steel <& Wire Com¬ 
pany (both being subsidiary companies of the United States 
Steel Corporation), the largest industry upon the line of The 
Newburgh A South Shore Railway Company. 

The Newburgh <fc South Shore Railway Company owns a 
line of railroad in the city of Cleveland some six miles m 
length running through the heart of the city, and having 
various classification and other yards, and in addition to the 
American Steel A Wire Company, had upwards of a dozen 
industries upon its line for whom it moved during the year 
ending .June 60, 1011, some 4,801 ears, and which industries 
had no connection with the United States Steel Corporation 
or any of its subsidiaries, either through ownership ol stock 
or otherwise (Rec., pp. *2, 4, 98, and 103). 

The stipulation upon submission to the Commission had 
been that the whole situation be submitted to the Commis¬ 
sion with the statement that both parties in interest would 
abide by the findings of the Commission “subject only to the 
privilege of review by the courts” in the event that the Com- 
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securing rebates from the published rates and re¬ 
bates in service and other undue and unreasonable 
advantages forbidden by law.” 


The Commission then went on to point out that the matter 
had been brought to their attention voluntarily by a joint 
committee, representing some of the trunk lines, and the 
United States Steel Corporation (owning the stock ol some ol 
the terminal roads) and stated: 


“Under these circumstances it seems to be unneces¬ 
sary at this time to enter an order. We assume that 
the trunk lines and the industries will at once adjust 
their practices in conformity herewith. 

(Rec., p. 65.) 


The conclusion reached by the Commission was based 
upon the fact that there was a common ownership or related 
ownership of the stock of The Newburgh & South Shore 
Railway Company and of the American Steel A Wire Com¬ 
pany (both being subsidiary companies ol the United States 
Steel Corporation), the largest industry upon the line of The 
Newburgh A South Shore Railway Company. 

The Newburgh A South Shore Railway Company owns a 
line of railroad in the city of Cleveland some six miles m 
length running through the heart ol the city, and having 
various classification and other yards, and in addition to the 
American Steel A Wire Company, had upwards of a dozen 
industries upon its line for whom it moved during the year 
ending .June 60, 1011, some 4,861 cars, and which industries 
had no connection with the United States Steel Corporation 
or any of its subsidiaries, either through ownership of stock 
or otherwise (Rec., pp. *2, 4, 08, and 103). 

The stipulation upon submission to the Commission had 
keen that the whole situation be submitted to the Commis¬ 
sion with the statement that both parties in interest would 
abide by the findings of the Commission “subject only to the 
privilege of review by the courts” in the event that the Com- 
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mission's order invaded any vested rights (Rep., 219; Rec. ; 
17). It should be borne in mind that none of the inde¬ 
pendent shippers who are now complaining were parties to 
this stipulation. 

following the report of the Commission, the railroads 
having a line haul and which had previously been absorbing 
the terminal charge of the Newburgh 6c South Shore, can¬ 
celed their tariffs providing for such absorption, whereupon 
all shippers on the Newburgh 6c South Shore Railway were 
required to pay, in addition to the rates applicable to the 
Cleveland District and exacted by the line carriers, the ad¬ 
ditional terminal charge of The Newburgh A: South Shore 
Railway Company, to-wit, ten cents (10^) per ton on raw 
products, and fifteen cents (15^) per ton on finished prod¬ 
ucts. and no order having been entered in case No. 4181, 
the conclusions of the Commission were not subject to review. 

\ arious applications were made to the Commission for 
rehearing and requesting the entering of an order, and the 
application for rehearing having been overruled, and the ap¬ 
plications for an order having been ignored, the appellants 
herein, together with the American Steel 6c Wire Company 
filed, on May 2<>, 1914, their petition for mandamus in the 
Supreme Court <>f the District of Columbia, directed against 


the Interstate Commerce Commission. 

This petition had attached thereto and made a part thereof 

the report of the Interstate Commerce Commission in the 

Industrial Railways Case, above referred to. and set forth the 

fact that the appellants were located upon the line of The 

Newburgh & South Shore Railway; that they had no other 

railroad connection; the entering of the original order of 

investigation by the Commission and its report; that prior 

to that report they had been entitled to, and enjoyed, the 

Cleveland District rate on all shipments to and from their 

industries, but that since the action of the line carriers thev 
' « 

had been forced to pay additional and higher rates; that the 
line carriers were still making deliveries at the Cleveland 
rate to appellants’ competitors and absorbing the terminal 


6 


charges of, or making through rates with, other railroads in 
the city of Cleveland, except the Newburgh A South Shore; 
that the appellants’ own industries located on tracks of the 
Newburgh A: South Shore connected by industrial sidings; 
that with the exception of the American Steel A Wire Com¬ 
pany they had no interest, direct or indirect, in The New¬ 
burgh A South Shore Railway Company, or the capital stock 
thereof, and had no other connection by rail with any other 
common carrier railroad entering the city of Cleveland and 
no other common carrier railroad facilities other than those 
of The Newburgh A South Shore Railway Company (Rec., 
pp. 1 to 4). 

American Steel A Wire Company was subsequently dis¬ 
missed from the proceedings and prior to the hearing here¬ 
inafter referred to and this appeal. 

After setting forth other facts showing their financial 
interest in the result of the action of the Commission and the 
line carriers, these appellants set forth in their petition 
below that the effect of the written report of the Interstate 
Commerce Commission had been that the line carriers had 
complied with the views of the Commission, but that no 
formal order having been entered, neither The Newburgh A 
South Shore Railwav Companv nor any of the industries 
thereon had been enabled to test the legal correctness of the 
report in the courts, and ended with a prayer that the Com¬ 
mission be required upon final hearing to enter an order in 
said investigation known as Docket 4181. 

Upon the filing of the petition a rule to show cause was 
issued by the court, and in due time the Interstate Commerce 
Commission filed its answer to the petition and rule, admit¬ 
ting the facts which we have hereinbefore set forth (see 
R., p. 184), but denying that the appellants here, relators 
below, were entitled to any relief in the premises. 

We have omitted to set forth some of the facts recited in 
the petition for mandamus because of the fact that the 
*ame were either denied by the answer of the Commission 
or the allegation was made that they were not advised thereof, 




and we have endeavored to set forth only the principal facts 
which were admitted. 

A demurrer was filed to the answer of the Commission 
(lh. p. is; . and the matter came on for hearing. 

At the hearing the Commission took the position that it 
was not required to enter an order in any proceeding, and the 
court below taking the same view of the matter, the demurrer 
was overruled, and, the relators below, appellants here, not 
caring to plead further, the court, in view of its conclusion, 
dismissed the petition of the relators, in substance holding 
1 hat. t Ik* petition did not state a cause of action. \\ hereupon 
the relators below, appellants here, in open court noted an 
appeal to this court, and, bond having been fixed and ap¬ 
proved, these appeal proceedings were instituted (Rec., p 
188). 


Assignment of Errors. 

The assignment of errors are short and are set forth at 
page 189 of the record. They are: 

1 . The court erred in overruling the demurrer of the re¬ 
lators to the answer of the respondent to the petition for a 
writ of mandamus and in discharging the rule to show cause 
issued in said proceedings; 

2. The court erred in not granting the relief prayed for 
in the petition for a writ of mandamus; 

3. The court erred in determining upon the pleadings and 
exhibits that the respondent (appellee) should not be com¬ 
pelled by a peremptory writ of mandamus to enter an order 
in the proceeding before it relating to the short-line allow¬ 
ances; 

4. The court erred in determining that the respondent be¬ 
low was not required to enter an order in said proceedings. 
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Argument and Authorities. 


Since the report of the Commission in the Industrial Rail¬ 
ways Case, which is the basis of this action, and prior to the 
tiling of the petition for a writ of mandamus by the relators 
below, appellants here, the Supreme Court of the Lnited 
States announced its decision in the case of The Union Lime 
( o in /mu a v$. The Chicago cC* i\ o ethic ester n Hy. Co., 233 U. S., 
211 . and later in the “Tap Line Cases," 234 U. S., 1, in 
which cases the Supreme Court laid down the proposition 
that it was not the extent of the use which determined the 
public character of the facility, but the right of the public 
to such u>e. and that stock ownership by an industry in any 
industrial railroad serving it and others, did not prevent the 
industrial railroad from being a bona pde common carrier. 

It being the contention of the terminal railroads involved 
in the above proceeding and of the shippers thereon, that the 
two Supreme Court decisions above referred to are abso- 
lutelv inconsistent with the conclusion of the Commission in 
its report, it has seemed to us as it seemed to the terminal 
railroads and the industries, that they were entitled to a 
judicial review of the conclusions of the Commission as an¬ 
nounced in their report, and those conclusions requiring 
affirmative action on the part of the line carriers, if an order 
were entered the order would necessarily be affirmative in 
its character, and therefore subject to such review. 

Clearly, the importance of the issue involved in that in¬ 
vestigation is such that a review should be had. for the 
Commission points out, at page 236 of its report, record, 64, 
that the amount involved “has been estimated at not less 
than 81.").000.000.00 a year, and this we regard as conserva¬ 
tive/’ and of course if the cutting off of allowances means 
that amount of saving to the line carriers, it also means that 
amount of expense added to the shippers, part of which, in 
accordance with economic laws, is distributed by the nianu- 
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facturer upon his product, and ultimately paid by the 
consumer. 

It is the contention of the appellants that the Act to Regu¬ 
late Commerce and its various amendments, makes it manda¬ 
tory upon the Commission to issue an order in the case pend¬ 
ing before it, that the Commission can only act by an order 
just as the court can only act through an entry on its journal, 
and that while the courts by a writ of mandamus have no 
power to control the discretion of a quasi-judicial body by 
setting forth what sort of an order shall be entered, that the 
courts may, nevertheless, compel the Commission as an 
appellate court can compel a lower court to enter some sort 
of an order, and where the views of the Commission or the 
lower court have been expressed, enter an order in accordance 
therewith. 

The requirement of section 14 of the Act to Regulate Com¬ 
merce is— 

“That whenever an investigation shall be made by 
said Commission, it shall be its duty to make a report 
in writing in respect thereto which shall state the 
conclusions of the Commission, together with its de¬ 
cision, order, or requirement in the premises. 

The Commission is therefore required by section 14 to 
file its report in writing, which shall state the conclusions 
of the Commission. In the Industrial Railways Case, No. 
4181, which came before the Commission for its determina¬ 
tion as to “the legality of the allowances paid by public car¬ 
riers east of the Mississippi River to industries on their rails 
that own and operate plant railways in connection with 
their industrial establishment," 29 I. C. C., 212. All that 
the Commission did was to file its report with its conclusions. 
It did not render any decision, make any order, or prescribe 
any requirement in the premises as required by section 14 
of the act. To file this decision, order, or requirement, was 
a purely ministerial duty, and being such, a writ of man¬ 
damus should properly issue. 

2t 
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“A writ of mandamus mav lawfully issue from a 
court having jurisdiction to compel an executive 
otlicer to perform a mere ministerial act wliicli does 
not call for the exercise of his judgment or discretion, 
hut which the law gives him the power and imposes 
upon him the duty to do." 


Kim her! in 


vs. Commission 


to Five Civilized Tribes, 


Federal, 653. 654: 


104 


“Mandamus can be issued to performance of a min¬ 
isterial act, but not to control discretion. It may be 
directed to a tribunal or one acting in a judicial 
capacity to proceed in a manner in accordance with 
his or her discretion.’’ 


Interstate Commerce Commission vs. United States of 
America ex red. Humboldt Steainship t omjniny, 324 l . S.. 
474, 4«S4. The petition for a writ of mandamus in the pres¬ 
ent action is not a proceeding on behalf of the aggrieved 
shippers to control the discretion of the Commission, but it 
is an endeavor to lawfully compel the Commission to perform 
a duty which the law requires in positive terms it shall 
perform. W lnle in the present case investigation has been 
had and a hearing accorded, no decision or order, as such 
terms are well understood, have been rendered. 

The relators are directly affected by the proceedings of the 
Commission. They are concerned in the decision or order, 
and have a right to maintain the present action. They would 
be injured by the omission of the duty which the Commis¬ 
sion is required to perform, and are accordingly entitled to 
a writ of mandamus. Board of Liquidation vs. MeCumb, 92 
F. S.. 531, 541 ; Ilawgood vs. Southern, 117 U. S., 52, 69; 
Thompson vs. Allen Count)/, 115 I . S., 550, 5.><S; Aoble vs. 
Union River Logging Railroad, 147 IT. K. 165, 172. The 
relators, although not parties to the original proceedings be¬ 
fore the Commission, may properly institute the present pro¬ 
ceeding. Peavy and Company vs. Union Pacific Railroad, 
176 Federal, 409. 417; Interstate Commerce Commission vs. 
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Diffenbwyh, 222 U. S., 42, 49. It was contended in argu¬ 
ment when this case was heard in the Supreme Court of the 
District of Columbia that the line carriers have it within 
their power to test the question of the conclusions reached 
by the Commission by changing their tariffs and making the 
allowances and then, defending in any civil or criminal suit 
that might be brought against them, they could set up the 
alleged right to make the allowances. We fail to see how 
such a suggested course of procedure could offer any relief 
to the relators in the present action who are shippers along 
the line of the Newburgh and South Shore Railway. 

That section 14, in providing that an order shall be en¬ 
tered, wherein it employs the language: “With its decision, 
order or requirement in the premises * * * ” means that 

sort of an order which is entered to show the court’s deter¬ 
mination, or. in the present instance, the Commission's 
determination of the matter submitted to it for decision, as 
evidenced by the latter part of section 16-A, the amendment 
of June 29, 1900, to the interstate Commerce Act, wherein 
the act contains the language: 

“Any decision, order or requirement made after 
such rehearing, reversing, changing or modifying the 
original determination, shall be subject to the same 
provisions as an original order.” 


This language surely does not indicate that the words 
“decision, order, or requirement in the premises” are used 
in the disjunctive form. 

It is not necessary to argue that if a case were submitted 

to a court of the United States, and such a court had fullv 

« 

heard the case and had expressed its views bearing on the 
case, and had then refused to enter an order or decree, that a 
writ of mandamus would lie. The situation presented by 


the case at bar is precisely similar in 
for an order is concerned. 


so far as the necessity 




It has been the uniform practice of a Commission to enter 
an order based upon the findings of its report. The only 
effect of entering an order as required by the statute in the 
present case would be to give the relators an opportunity to 
test the correctness of the Commission’s conclusions in the 
courts of the United States. We accordingly respectfully 
contend that upon the face of the pleadings, the relators are 
entitled to the writ of mandamus prayed for and that the 
demurrer was improperly overruled by the court below. 

SQUIRE, SANDERS & DEMPSEY, 

CIIAS. COWLES TUCKER, 

For Appellants. 





